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AGENDA
FOR THE REGULAR MEETING OF THE
LOS ANGELES COUNTY HOUSING COMMISSION
WEDNESDAY, OCTOBER 24, 2007
12:00 NOON
HOUSING AUTHORITY
PALMDALE OFFICE
2323 EAST PALMDALE BLVD.
PALMDALE, CA 93550
(661) 575-1510

1. Call to Order

2. Roll Call
Lynn Caffrey Gabriel, Chair
Henry Porter, Jr., Vice Chair
Severyn Aszkenazy
Philip Dauk
Adriana Martinez
Bertha Scott
Alberta Parrish

3. Reading and Approval of the Minutes of the Previous Meeting

Regular Meeting of September 26, 2007

4. Report of the Executive Director

5. Public Comments

The public may speak on matters that are within the jurisdiction of the

Housing Commission. Each person is limited to three minutes.

6. Staff Presentations

Section 8 Hearing Process — Adriana Ruiz




7.

8.

Reqular Agenda

Concurrence of Board of Supervisors/Commissioners Action for the
Health Plan Changes (All Districts)

Concur with the Board of Commissioners approval authorizing the Executive
Director to approve the proposed premium rates for group medical plans
provided by Blue Cross of California Health Maintenance Organization
(HMO) and Preferred Provider Option (PPO) and Kaiser Health Plan
(Kaiser), to be effective January 1, 2008; approve the Housing Authority's
share of the combined payment for the employer-paid subsidy for the 2008
calendar year, with Blue Cross HMO and PPO, and Kaiser, at a total
estimated cost of $460,000; authorize the Housing Authority to fund all health
plan costs using funds included in the approved Fiscal Year 2007-2008
budget, and funds to be approved through the annual budget process for
Fiscal Year 2008-2009, as needed. (CONCUR)

Adopt Resolutions Approving Issuance of Multifamily Housing
Mortqage Revenue Bonds for Multifamily Housing in Unincorporated
Covina (4)

Recommend that the Board of Commissioners find that acting as the
Responsible Agency pursuant to the California Environmental Quality Act
(CEQA), certify that the Housing Authority has considered the determination
made by the County of Los Angeles as Lead Agency, and find that the
project will not cause a significant effect on the environment; adopt and
instruct the Chairman to sign a Resolution, provided as Attachment B, as
required under Treasury Regulations, declaring an intent by Arrow Plaza
KBS, L.P. (the Developer), a California Limited Partnership, to undertake
bond financing in an amount not exceeding $8,000,000, for the acquisition
and rehabilitation of Arrow Plaza, a 64-unit multifamily rental housing
development located at 20644 East Arrow Highway in unincorporated
Covina, and ratifying the inducement resolution previously adopted by
California Municipal Finance Authority (CMFA), attached as Exhibit 1 to
Attachment B: authorize the Executive Director of the Housing Authority to
submit an application to the California Debt Limit Allocation Committee
(CDLAC) for a private activity bond allocation in an aggregate amount not
exceeding $8,000,000 for the purposes described herein. (APPROVE)

Housing Commissioners Comments and Recommendations for Future
Agenda Items
Housing Commissioners may provide comments or suggestions for future
Agenda items.




Copies of the preceding agenda items are on file and are available for public
inspection between 8:00 a.m. and 5:00 p.m., Monday through Friday, at the
Housing Authority’s main office located at 2 Coral Circle in the City of Monterey
Park. Access to the agenda and supporting documents is also available on the
Housing Authority’s website.

Agendas in Braille are available upon request. American Sign Language (ASL) interpreters, or
reasonable modifications to Housing Commission meeting policies and/or procedures, to assist
members of the disabled community who would like to request a disability-related
accommodation in addressing the Commission, are available if requested at least three business
days prior to the Board meeting. Later requests will be accommodated to the extent possible.
Please contact the Executive Office of the Housing Authority by phone at (323) 838-5051, or by
e-mail at marisol.ramirez@lacdc.org, from 8:00 a.m. to 5:00 p.m., Monday through Friday.



THE HOUSING AUTHORITY OF THE COUNTY OF LOS ANGELES
MINUTES FOR THE REGULAR MEETING OF THE
LOS ANGELES COUNTY HOUSING COMMISSION

Wednesday, September 26, 2007

The meeting was convened at the headquarters office located at 2 Coral Circle,
Monterey Park, California.

Digest of the meeting. The Minutes are being reported seriatim. A taped record
is on file at the main office of the Housing Authority.

The meeting was called to order by Chair Lynn Caffrey Gabriel at 12:21 p.m.

ROLL CALL Present Absent
Lynn Caffrey Gabriel
Henry Porter, Jr.
Severyn Aszkenazy
Philip Dauk

Adriana Martinez
Bertha Scott

Alberta Parrish

XX XX XXX

Chair Gabriel asked that the record reflect that Alberta Parrish was
appointed Housing Commissioner after the September 26, 2007 agenda
was printed.

PARTIAL LIST OF STAFF PRESENT:

Carlos Jackson, Executive Director

Bobbette Glover, Assistant Executive Director
Maria Badrakhan, Director, Housing Management
Emilio Salas, Director, Administrative Services

GUESTS PRESENT:
Mr. Jorge Chuc from Community Rehabilitation Services, Inc. was in attendance.

Reading and Approval of the Minutes of the Previous Meeting

On Motion by Commissioner Porter, seconded by Commissioner Aszkenazy the
Minutes of the Regular Meeting of August 22, 2007, were approved with three
abstentions.

Agenda Item No. 4 - Report of the Executive Director
Carlos Jackson reported on the following items:




A report has been sent to the Board of Commissioners and Housing
Commissioners regarding the status of the Section 8 Program. The HUD
Advisor is on site and has provided suggestions for improvements. The
Housing Authority anticipates resolving the remaining issues by the end of
the year.

As required in the Corrective Action Plan (CAP), training on the Section 8
Program will be provided for the Housing Commissioners and the Board of
Commissioners and their staffs.

Reports on completed items identified in the CAP have been submitted to
HUD, and additional reports will be provided on October 15, 2007 and
November 25, 2007. Mr. Jackson commended staff for their hard work and
assistance in correcting the deficiencies in the Section 8 Program. Mr.
Jackson also thanked the Board of Commissioners and the Housing
Commissioners for their cooperation through the process.

Agenda ltem No. 5 — Notice of Closed Session

Agenda Item No. 6 — Public Comments
Mr. Jorge Chuc from Community Rehabilitation Services, Inc. declined to
comment and asked to speak with a staff after the meeting.

Agenda Item No. 7 - Staff Presentations
Larry Newnam provided a presentation on SocialServe.com and responded to
questions from the Commissioners.

Betsy Lindsay provided a presentation on Closed Circuit Television Security
System and responded to questions from the Commissioners.

Margarita Lares-Herrera provided a presentation on the Section 8 Call Center
and the Housing Locator Services and responded to questions from the
Commissioners.



Regular Agenda

On Motion by Commissioner Porter, seconded by Commissioner Martinez,
and unanimously carried, the following was approved by the Housing
Commission:

APPROVE VACANT UNIT PREPARATION SERVICES CONTRACTS FOR THE
CLEANING AND PAINTING OF VACANT HOUSING AUTHORITY UNITS
(ALL DISTRICTS)

AGENDA ITEM NO. 8

1. Recommend that the Board of Commissioners find that approval of the
vacant unit preparation services contracts is exempt from the California
Environmental Quality Act (CEQA), as described herein, because the
services will not have the potential for causing a significant effect on the
environment.

2. Recommend that the Board of Commissioners approve and authorize the
Executive Director to execute one-year contracts, in substantially the form
of the attached, and all related documents, with the contractors identified
in Attachment A, to perform County-wide cleaning and painting of vacant
units on an as-needed basis prior to occupancy by new and transferring
Housing Authority residents, to be effective following approval as to form
by County Counsel and execution by all parties; and to use for this
purpose a maximum aggregate amount of $395,100, included in the
Housing Authority’s approved Fiscal Year 2007-2008 budget.

3. Recommend that the Board of Commissioners authorize the Executive
Director to execute amendments to the contracts, following approval as to
form by County Counsel, for a maximum of two years, in one-year
increments, at the same yearly amount of $395,100, using funds to be
requested through the annual budget approval process.

4. Recommend that the Board of Commissioners authorize the Executive
Director to execute additional contracts, in substantially the form of the
attached, and all related documents, with additional qualified contractors
who submit bids in conformance with the bid requirements during the next
bid process to be held within this fiscal year, in order to ensure sufficient
numbers of contractors to meet the vacant unit preparation needs.

5. Recommend that the Board of Commissioners authorize the Executive
Director to increase the aggregate amounts of the contracts by $98,775
for each year of services for any unforeseen, needed unit preparation
services, using the same source of funds.



Agenda Item No. 9 — Housing Commissioner Comments and
Recommendations for Future Agenda Items

Commissioner Porter thanked staff for providing various news articles, which are
very informative.

Ms. Glover announced that the October meeting of the Housing Commission will
be held at the new Palmdale office, and the November meeting will be held at the
Herbert Avenue Senior Center. The December meeting will include a holiday
luncheon, and former Commissioner Nowden will attend to receive a plaque for
her service as Housing Commissioner.

Ms. Glover announced that Commissioner Porter was included in a recent Los

Angeles Times article that recognized his service as a volunteer with the Sheriff's
Department.

On Motion by Commissioner Gabriel, the Regular Meeting of September 26,
2007 adjourned to Closed Session at 2:20 p.m.

Respectfully submitted,

Pt A,

ARLOS JA ON
Secretary -Treasurer
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mortgages for borrowers whose existi

; rzage for the difference. The combined amount
scheduled rate reser berween June 2005 and Defemope of the FHASecure morigage 1

.
nd any non-FHA second

3
2009, mortgage may exceed the applicable FHA lmits.

“This common-sense measure will deliver a shot in the If payments are required on the second mortgage, they
arm that could make refinancings possible for tens of  must be taken into account in qualifying the borrower.
thousands of Americans trapped in the subprime mess,”  Deferred payments can be excluded from the gualifying
Schumer said. “Together with nonprofits, lenders, and calculations if the deferral period is at least 36 months.
39?"1’3“3?5&1?3??38 and Fr ?ﬁédie Ea;*e the i‘ziss%ng éﬂgzidie}‘?i In all cases, appraisers must still verify the value of a
to stem the Tising tide of 1oreciosures that is about t0 it home, and the mortgagee letter states that HUD will hold
the economy. tenders and appraisers equally responsible for inflated

The bill would also lift the conforming joan limit, now  appraisals.
$417,000 for one-family loans, by up to 50 percent in .
high-cost areas. Both provisions would sunset one year Risk-based Premiums

after the date of enactment. HUD said it will implement risk-based premiums that
. match a borrower’s credit profile beginning on January

FHA Refinancing Program 1, after going through the rulemaking process.

HUD’s new refinancing program, called FHASecure, “is With risk-based premiums, HUD will charge up to the

designed for families who are'good borrowers, but were  cyrrent statutory limit of 2.25 percent of the loan amount
steered into high-cost loans with teaser rates,” explained  for up-front premiums, and 0.55 percent for annual pre-
Brian Montgomery, HUD assistant secretary for housing-  mjums. Currently, HUD charges a flat up-front mortgage

FHA commissioner. insurance premium of 1.5 percent of the loan amount
HUD senior officials said the program doesn’t require and an annual premium of 0.5 percent.
legislation. Details are spelled out in Mortgagee Letter On a $130,000 loan, HUD estimates that the increased

2007-11, which was issued September 5, and loan appli- premiums will raise monthly mortgage payments by onl

cations under the program must be signed no later than  §19. Overall, 20,000 addi¥ionaj gbogrrc?w}gg a~yle arz

December 31, 2008. expected to use FHA as a result of risk-based pricing,
Under previous rules, borrowers had to be current un- according to HUD.

der their existing mortgage in order to refinance with an

FHA loan. The new program extends eligibility to bor-  PUBLC HOUSING

ith -FHA ARMs who b deling - ! oge zs
F e ot oo pterst e, e a§6‘HUD’S Reform Initiative Is Intended
Borrowers cannot have been delinquent on any mort- TO Help HO“‘Sing Authﬂrities Adopt

gage payments during the six months prior to the rate
reset. In addition, they must have 3 percent cash or eq- . '
uity in their homes, a sustained employment history, and AS set Mana’gement, Cabrera SaYS
sufficient income and resources to make future mortgage HUD’s administrative reform initiative is intended to
payments. help PHAs adopt asset management as a new business
model that reflects how business is conducted in privately
owned housing, said Orlando J. Cabrera, HUD assistant
secretary for public and Indian housing,.in a Septemiber
10 speech at the Public Housing Authorities Directors
Association (PHADA) legislative forum. :
In other comments, Cabrera said the Administration
continues to oppose reauthorization of HOPE VI. He added
that if Congress does extend the program, HUD does not
want a onesfor-one replacement requirement for public
housing units, which he said would make mixed-finance
deals unworkable. R
“The administrative refo

For delinquent borrowers, underwriters also must de-
termine that a borrower’s inability to make payments
was direcily related to the rate reset and not a disregard
for the borrower’s obligations:

“The FHASecure initiative for refinancing borrowers
harmed by non-FHA ARMs that have recently reset is not
+0 be used to solicit homeowners to cease making timely
mortgage payments,” the mortgagee letter states. “FHA
reserves the right to reject for insurance those mortgage
applications where it appears that a loan officer or other
mortgagee employee suggested that the homeowners could
stop making their payments, refinance into a FHA in-
sured mortgage, and keep, as cash, the amount of pay-

. “Bverybody recogniz
th;quh ’:‘h;s’gxe‘r)cise There are tim

Subject to the everall dimits on FHA mortgage amounts
and loan-to-value ratios, the FHASecure loan can include
the existing first lien, any purchase money second mort-
gage, closing costs, prepaid-expenses, prepayment pen-
alties; late charges, and any-arrearages that arose after 2 & T d.6
the rate reset. o e eriis that can be streamlined while allowing HUD to ref
If the new FHA loan woi't cover the existing first ien, ~ oversight responsibilities. A final session has b
closing costs, and arrearages, the lender may provide 2 uled for September 27 10 discuss recommendat
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Asse? Monagemen?

Cabrera said the reform initiative “is not happening in 2
vacuum,” but is being pursued in the context of HUD
asset management requirements and is an attempt on
HUD’s part to lighten the regulatory burden for PHAs.

Cabrera also said that he has received a favorable re-
sponse on assef management from individual PHAs.
“There’s been some heartburn on it, but much of the feed-
back I've gotten is that it’s a prefty good thing,” he said.
“pHAs are telling me it is good from us organizationally
and it also serves as a useful business model.”

While PHADA supports the concept of asset manage-
ment, it does have differences with HUD on the details. A
PHADA member from Massachusetts told Cabrera that
the requirements are too detailed -and amount to
micromanagement on HUD’s part.

Cabrera disagreed and said that many of the PHA ob-
jections are to the specific accounting requirements of
the asset management regime, not the basic project-based
management and accounting model. ‘

An active PHADA member told HDR afterwards that
overuse of the term “micromanagement” may have be-
come an obstacle to genuine discussions with HUD about
accounting requirements. PHADASs point has been that in
some instances, the accounting rules can have the unin-
tended consequence of forcing PHAs to make spending
decisions that are inefficient and costly, he said.

HOPE VI Program

In development issues, Cabrera said that the Administra-
tion remains opposed to reauthorization of the HOPE VI,
program, but he acknowledged that Congress will most
likely continue the program. HUD would like the pro-
gram to be streamlined so that it is more compatible
with the low-income housing tax credit program and other
sources of mixed financing, he said.

Cabrera also said that HUD does not want the one-for-
one replacement requirement for public housing rein-
stated. Mixed-finance deals usually provide affordability
for residents with incomes ranging from zero up to 60
percent of area median, he noted.

“If you try to provide that type of affordability with
one-for-one replacement, it is going to be hard to under-
write these deals,” Cabrera warned. “There won't be suf-
ficient revenues to support the same number of public
housing units.”

Cabrera also implored PHAs to take the time to learn
mixed-finance development and to hire qualified devel-
opment staff before entering the development field,
“There’s a learning curve involved in this field, and I dont
want you to jump off that curve,” he said. Cabrera said
that while PHAs in general are extremely good housing
managers, development is a totally different field and
PHAs still ieed to develop expertise there.

Qualified Action Plans

Cabrera also advised PHAs not to seek specific set-asides
in state tax credit gualified allocation plans (QAPs). He
said set-asides have worked in some states in the Upper
Midwest and the Northeast, and in New York, but in ar-
eas where there is intense competition for 9 percent cred-

its, the development community would resent any sel-
aside for public housing. “That's where developers get all
+heir income, where they make all their profit in afford-
able housing,” he said.

He suggested there may be other ways to level the play-
ing field for PHAs in the tax credit competition. Cabrera
pointed out that PHAs are at a disadvantage because they
are limited in the locations where they build affordable
housing. For QAPs that add extra points for projects lo-
cated near shopping or other amenities, there could be a
provision stating that PHAs could not be disadvantaged
because their developments aren’t close enough 10 ameni-
ties, he said.

Cabrera also said that in discussions of affordable
housing production, the state and local role is often over-
looked. “This is not just a federal issue,” he said, suggest-
ing that states could do more with affordable housing
trust funds.

“New York and Florida are the only states with sizable
housing trust funds,” Cabrera said. Most of the others are

basically providing $5 million or $10 million, which
doesn’t go that far, he added.

CONSTRUCTION
Michael Sumichrast, Former
NAHB Chief Economist, Dies at 86

Michael Sumichrast, a native of Czechoslovakia who
escaped the Nazis and the Russians and later became one
of this country’s prémier housing economists, died Sep-
tember 4 of respifatory failure in Montgomery County,
Md. He was 86.

Sumichrast was probably best known for his work at
the National Association of Home Builders (NAHB), where
he was chief economist from 1965 to 1986 and perhaps
the most widely quoted housing economist in the country.
He was also the author of several books on housing.

During part of his tenure at NAHB, Sumichrast was
also a member of the HDR Advisory Board.

Escapes from Nazis, Communists

Sumichrast was born in Trencin, Czechoslovakia, on
March 31, 1921. He joined the underground to fight the
Nazis during World War II and was captured by the Ge-
stapo, but escaped.

Afrer the Communists took over the country in a 1948
coup, Sumichrast was threatened with arrest, but escaped
to Austria.

He later emigrated to Australia and then came to the
United States, earning a doctorate in economics at Ohio
State University in 1962, Surnichrast moved to Washing-
ton later that year and joined NAHB as an economist. He
was promoted to chief economist in 1965.

After retiring from NAHB, Sumichrast started a com-
pany to invest in real estate in the Czech Republic and
Slovakia, later acquiring an Austrian firm and expand-
ing its operations in Central and Eastern Burope.

Sumichrast’s first wife, Marika, died in 1986. He is
survived by his second wife, Bva; three sons from his first

September-17,2007



BEEDER CURRENT DEVELOPRENTS

IDEAS AND TRENDS

MORTGAGE FINANCE

Home Loans Go into Foreclosure
At Record Rate, MBA Reports

One-to-four-family mortgages went into foreclosure in
the second gquarter of 2007 at the highest rate in the his-
tory of the Mortgage Bankers Association (MBA) national
delinquency survey, and the overall delinquency rate also
jumped.

Separately, the Federal Reserve Board reported a gen-
eral weakening in residential real estate and construc-
tion and reduced demand for residential mortgages.

According to the MBA, the national foreclosure and
delinquency rates are being driven by problems in a few
large states, along with the performance of prime and
subprime adjustable-rate mortgages (ARMs).

In addition, troubles with investor loans were a major
factor in defaults in four of the states with the fastest-
rising rates of seriously delinquent loans, which are loans
at least 90 days past due or in foreclosure.

Loans in Foreclosure

The MBA survey found that the rate of loans entering the
foreclosure process in the second quarter was 0.65 per-
cent, on a seasonally adjusted basis, up seven basis points
from the first quarter and 22 basis points from the second
quarter of 2006.

The overall increase in the national foreclosure rate
was due to deteriorating conditions in Arizona, Califor-
nia, Florida, and Nevada, according to the MBA.

“Were it not for the increases in foreclosure starts in
those four states, we would have seen a nationwide drop
in the rate of foreclosure filings,” said Doug Duncan, MBA
chief economist and senior vice president of research and
business development. “Thirty-four states had decreases
in their rates of new foreclosures, and the increases were
very modest in states with increases, other than those
four.”

The seasonally adjusted percentage of loans in foreclo-
sure was 1.40 percent in the second quarter, up 12 basis
points from the first quarter and 41 basis points from the
second quarter of 2006.

Other Survey Resulis

The second-quarter delinguency rate, seasonally adjusted,
was 5.12 percent, up 28 basis points from the first quar-
ter and 72 basis points from a year ago. The delinquency
rate doesn’t include loans in foreclosure.

According to the survey, 2.47 percent of all one-to-four-

family loans were seriously delinquent, on a seasonally

adjusted basis. The first-quarter rate was 2.23 percent,

and the second-guarter 2006 rate was 1.89 pertent. =
Arizona, California, Florida, and Nevada were also

among the states with the fastest rising rates of serious

delinguencies, the MBA reported, and problems with loans
on non-owner-occupied properties were a major factor in
mortgage defaults in those states.

In Nevada, 32 percent of the defaults on prime mort-
gages and 24 percent of the subprime defaults were on
investor loans. The comparable figures for the other three
states were: Arizona, 26 percent of the defaults on prime
mortgages, 18 percent of subprime defauits; Florida, 25
percent of prime-mortgage defaults and 14 percent of
subprime defaults; and California, 21 percent and 15
percent.

“Defaults are on the rise in most parts of the country,
but it should be recognized that it is not always the case
of a homeowner losing his or her home, but is often the
case of an investor gambling on a continued increase in
home values and losing that gamble,” Duncan said.

Fed Report ,

In its so-called “beige book” report on current economic
conditions, the Fed said residential real estate and con-
struction continued to weaken in most Federal Reserve
districts, with inventories of unsold homes generally re-
ported to be high.

The demand for residential mortgages also continued
a downward trend in most districts, according to the re-
port.

The Fed did find housing strength in some markets,
however, with rising sales and prices in Massachusetts, a
tight apartment market and rising rents'in New York City,
and an increase in home sales in Louisville.

On the other hand, commercial real estate and con-
struction markets were generally stable to expanding.

PUBLIC HOUSING

¥Philadelphia Plans Green Roof

To Help Attain LEED Certificate
For New Seniors Building

The Philadelphia Housing Authority (PHA) is building
its first totally green-certified building, the 64-unit Nellie
Reynolds Garden, which will have a 20,000-square-foot
green roof with natural vegetation three inches deep. The
green roof gives the PHA the oppor P10 1 Lead-
ership in Energy and Environmental Design (LEED} certi-
fication from the 1U.S. Green Building Council.

PHA Executive Director Carl Green - said that fising
utility costs and the need for a healthy environment
prompted the housing -agency to commit to the green
prejeet:

The new development will 'have 55 one-bedroom and
nine two-bedroom apartments in a three-stoty building
occupied by low-income elderly persons. e

The $1 million roof will have between five and 10 spe-

September 17,2007
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cies of rock garden plants as cover. The
ubstaniial cooling in the summer and will moderate cold

temperatures in the winter.

o

Energy Sovings

According to Charlie Miller, president of Roofscapes, Inc.,
the compeny that will install the roof, energy savings
will be 10 to 20 percent compared to a conventional build-
ing. The vegetation will also keep 300,000 gallons of
rainwater from running off into Philadelphia’s sewer sys-
tem and reduce pollution.

As part of the green construction at Nellie Reynolds
Garden, the PHA will also install Energy Star appliances
and fixtures, and use recycled or “green label” carpet,
environmentally friendly paints, primers, and caulking
to help preserve air quality.

The construction cost of the building is about $23.4
million, with the PHA planning to invest some of its own
funds. The development also received a $1,163,164 an-
nual allocation of 9 percent low-income housing tax cred-
its from the Pennsylvania Housing Finance Agency.
Construction will be completed in December 2008.

Supportive Services

Nellie Reynolds Garden continues the PHA’s plan to meet
the demand for affordable housing with supportive ser-
vices for low-income seniors.

The building also will have a LIFE Center to provide
for the health care needs of residents eligible for Medi-
care and Medicaid. The LIFE program allows seniors to
age in place rather than move to a nursing facility.

Eight of the development’s units will be wheelchair-
accessible, and the remaining 56 will be adaptable. In
addition, two of the 56 units will be for the hearing-
impaired. The building will have four elevators.

The PHA has designed a supportive service program
which includes safe transportation with escort services
for shopping trips and medical appointments.

Social workers will be available to help tenants with
referral needs, including visiting doctors, meals, special
events, and other activities.

HOUSING COSTS

Home Prices Are Virtually Flat in
Second Quarter, OFHEO Reports

Home prices edged up 0.1 percent from the first quar-
ter to the second quarter of 2007, according to the Office

of Federal Housing Enterprise Oversight (OFHEQ) House
Price Index {HPI}.

The second-guarter HPI was up 3.2 percent from the
second guarter of 2006.

“House prices were basically flat in the second guarter
despite tightening credit policies, rising foreclosure rates,
and weakening buyer sentiment,” said OFHEQ Director
James B. Lockhart. “Significant price declines appear
localized in areas with weak economies or where price
increases were particularly dramatic during the housing
boom.”

The HPI tracks average price changes in repeat sales
or refinancings of the same single-family properties, based
on data obtained from Fannie Mae and Freddie Mac.
Accordingly, the index excludes houses with mortgages
exceeding the conforming loan limit, which is $417,000
for 2006 and 2007.

A separate index covering only purchase price data
showed increases of 0.5 percent for the second quarter
and 2.6 percent for the four-quarter period.

State, Locul Prices

At the state level, Utah had the biggest increase in house
prices for the year ending on June 30, 15.28 percent,
followed by Wyoming, 12.84 percent; Washington state,
9.12; Montana, 9.06; New Mexico, 8.81; Idaho, 8.42;
Oregon, 8.18; North Carolina, 7.10; Texas, 6.94; and
Mississippi, 6.73.

At the other end, five states had price declines for the
year: Nevada, 1.45 percent; Michigan, 1.42; California,
1.38; Massachusetts, 0.99; and Rhode Island, 0.97.

Of 287 metropolitan statistical areas (MSAs) ranked
by OFHEO, 226 had one-year price increases and 61 had
price declines.

The Wenatchee, Wash., MSA, with a one-year increase
of 23.54 percent, had the highest price appreciation, fol-
lowed by Provo-Orem, Utah, 18.21 percent; Salt Lake
City, Utah, 16.03; Ogden-Clearfield, Utah, 15.22; Grand
Junction, Colo., 14.30; Longview, Wash., 13.60; El Paso,
Texas, 12.49; Salem, Ore., 11.98; Mobile, Ala,, 11.26;
and Asheville, N.C., 10.90.

Merced, Calif., with a price drop of 8.65 percent, had
the largest one-year decline. The other areas in the bot-
tom 10 were Santa Barbara-Santa Maria-Goleta, Calif.,
where the price decline was 8.10 percent; Stockton, Ca-
lif.,, 7.20; Punta Gorda, Fla., 7.12; Salinas, Calif., 6.95;
Modesto, Calif,, 6.51; Yuba City, Calif., 6.29; Sarasota-
Bradenton-Venice, Fla., 6.19; Sacramento-Arden-Arcade-
Roseville, Calif., 6.07; and Remno-Sparks, Nev,, 5.37.

September 17, 2007
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The rules on decision points for policy actions would
be revised to include HUD's waiver of an environmental
reguiation as a policy point.

Dither Provisions

The rules would also add as a decision point for projects
HUD's decision to execute a release of a declaration of
trust or declaration of restrictive covenants on PHA prop-
erty that is the subject of an eminent domain lawsuit,

Federal interests in property aren’t subject to such suits.

The exclusion in the floodplain management rules for
HUD mortgage insurance programs would be extended
to apply to any HUD program for the repair, rehabilita-
tion, modernization, or improvement of existing multi-
family projects.

The regulations on tiering of environmental reviews
and assessments by program recipients and other entities
assuming HUD’s environmental responsibilities would be
revised to emphasize the limitation on activities pending
environmental clearance.

Other provisions in the proposed rules would encour-
age electronic management and posting of environmen-
tal review records and require oversight for environmental
protection to be performed consistently and collaboratively,
with quality management reviews of field offices and on-
site monitoring of clients.

(For further information, contact Richard H. Broun,
202-708-2894.)

WDRDABLE HOUSING
Seattle City Council Considers
Expanding Property Tax Break

To Moderate-Income Housing

Seattle Mayor Gregory J. Nickles asked the City Coun-
cil to expand the property tax exemption for low-income
rental and condominium units to include housing afford-
able to moderate-income households.

The somewhat higher rents paid by moderate-income
households would help retain the economic incentive for
developers to participate at a time of rising construction
costs, according to a program evaluation report from the
office of housing.

Nickles said the proposed changes to the Seattle Homes
within Reach program would make more housing avail-
able for police, firefighters, nurses, grocery clerks, and
others. “If you work in Seattle, you should be able to live
in Seattle,” Nickles said.

Moderate-income Households

Census data show that moderate-income. Seattle workers
reside within the city ata lower rate than lower- or higher-
income workers, accordmg to the housmg ofﬁce report.

Nickles also proposed increasing the number of tar-
geted neighborhoods where the exemption is available
from 17 to 39. The additional neighborhoods would in-
clude the city’s desxgnated urban centers and villages
which are areas of high-density, mixed-use development
near fransportation lines.

According to the city review, the value of the tax ex-
emption for rental properties hasn't kept pace with the
cost of below-market rents. The review found that coan-
struction and land costs have increased substantially dur-
ing the last two vears 1o the point where there is lutle if
any incentive for multifamily owners to participate.

Tax Exempiion

The mayor’s proposal would provide a 12-year tax ex-
emption for eligible multifamily rental projects under a
recent change in state law allowing the city to provide an
eight- or 12- year tax exemption. The city’s current rental
tax exemption is 10 years. The proposal would apply to
both new construction and rehabilitation projects.

The maximum incomes for eligible households would
increase from the current 70 percent of area median in-
come (AMI) for rentals to 90 or 100 percent of AMI, de-
pending on the income affordability set-aside for the
apartment. The city estimated that the new income limit
would help individuals earning up to $49,000 and two-
person households earning up to $62,300.

For condos, the maximum incomes for eligible fami-
lies would increase from 80 to 120 percent of AMIL. The
income eligibility ceiling is for initial occupancy only. A
family continues to be eligible even if income increases
at a later date.

Set-Asides

The minimum rental set-aside requirements in the pro-
posal are tied to the number of two-bedroom units in a
project to address a concern of city council members that
larger units should be made available.

If at least 10 percent of the units in a development
have two or more bedrooms, at least 20 percent of all
units must be affordable to tenants at or below 90 per-
cent of area median income (AMI) for studio units and
100 percent of AMI for one-bedroom or larger units.

If fewer than 10 percent of the units contain two or
more bedrooms, at least 25 percent of units must be af-
fordable to tenants at or below 90 percent of AMI for
studio units and 100 percent of AMI for one-bedroom and
larger umits.

For owner-occupied condos, the proposal would require
20 percent of the units to be affordable to households at
or below 120 percent of AMIL

The tax exemption for the owner-cccupied housing is
eight vears for each unit or 12 years if at least 20 percent
of units are eligible units. The exemption applies only to
the eligible units in the project.

Mixed-income developments are eligible for the tax
exemption. In these developments, all residential units
are considered-as-one multifamily project: .

FLOOD mssmz
FEMA Should Improve Centm!s Over
Payment of Expenses, GAO Says

The Federal Emergency Management Agency {FEMA)

should improve its management of the national flood in-
surance program by getting a better handle on its pay-
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Housing Providers Suppert Income
Verification, But Find Rule Flawed

Housing providers said there are several flaws in HUD's
proposed rule to implement the up-front income verifica-
tion (UIV) process for applicants and participants in hous-
ing assistance programs, including use of HUD’s enterprise
income verification (EIV) system, which provides employ-
ment and income data.

In public comments on the proposed rule published in
the June 19 Federal Register, housing groups generally
supported HUD’s effort to reduce errors in rent subsidy
determinations, but they asked the department to avoid
placing an undue regulatory burden on managers of pub-
lic and assisted housing. The proposed regulation would
apply to public housing, Section 8 tenant-based vouch-
ers, and project-based rental assistance. (For background,
see Current Developments, Vol. 35, No. CD-13, p. 405.)

In its comments, the Public Housing Authorities Direc-
tors Association (PHADA) said “the proposed rule appears
to constrain the discretion of both HUD and HAs and
other program sponsors and to increase administrative
burden for assisted housing program sponsors to little or
no benefit.”

Alternatives Suggested

PHADA said there are alternatives to using the EIV as
proposed in the rule without requiring the collection of
Social ‘Security cards for all children under age-six and
without jeopardizing housing assistance for an unknown
number of families with mixed immigration status.-In
these families, only some individuals may- have Social
Security numbers (SSNs), which are needed for the EIV

A major goal of the rule, according to PHADA, ap-
pears to be restricting immigrant access to assisted hous-
ing by requiring SSNs for all household members and
eliminating the option of prorated assistance whei-some
family members are unable to produce adequate verifi-
cation of citizenship. n
*As an alternative, PHADA suggested that PHAS require
disclosure of accurate SSNs in a manner left to their dis-
cretiofl. PHADA -said that PHAs should tse  that informa-
tion along with names and birth dates to verify ificome
through'EIV] proceeding further with SSN verification and
documentation only when there is°an'SSN mismatch.

PHADA also said that the proposed tule r

tation. PHADA said
cretion that PH:
adeguacy of incom

its members are concerned about the termination of ren-
ancy or assistance if existing residents do not comply
with the requirement for providing SSNs. NLHA said that
the Section 8 model lease may have to be amended to
include this requirement, or owners may have a.difficalt
time obtaining eviction orders from local housing courts
based on missing SSN decumentation.

NLHA also said there is concern about the requirement
to prorate rent supplement and Section 236 rental assis-
tance payments (RAP) for households that cannot pro-
vide appropriate SSNs since this will require a changen
software for reporting on HUD’s electronic systems.

Owners and agents have only recently begun using EIV
to verify resident incomes, but third-party processing is
still necessary for new admissions. NLHA said this com-
bination requires establishing two distirict processing sys-
tems and revising operating procedurés and staff training.
The group said:that HUD should consider the impact of a
dual system and should not impose penalties. for failure
to implement a UIV process. B

Evidence of Eligible Status
NLHA said it understands HUD's interest in requiring evi-
dence of citizenship or eligible immigration status of
applicants, but said the department should clarify that
such documentation doesn’t have to be collected for cur-
rent residents or voucher holders. Such a requirement
would significantly increase the document collection re-
sponsibilities of housing providers, including PHAs, said
NLHA. , .

" NLHA and other groups alsonoted that HUD"is pro-
posing to change the definition of income to consider
actual income received during the prior 12 months in:
stead of projecting anticipated income. NLHA:said ‘this
change may-be unfairly applied to many applicants and
residents and cause their effective share-ofithe rent:to rise
above 30 percent of income. R -

In addition, said NLHA, deserving families may be
denied assistance because the past year’s i included
money that is not expected to continue because of a change
or'loss of employment, lack of overtime pay, or other
reasons. At a minimum, said NLHA; property owners,
their:agents; ‘and PHAs should be provided-reasonable
discretion to determine tenants’ current-ability to-pay.rent.

NLHA suggested that HUD ‘merely tighte)
reportinig increased dricome while contir
ineoniemethod currenitly in use” Anoth
, ‘wotild be to-examine actual ‘incomie-

jeation -and make:adjustment to thatye
based on: the results




3 5. District Court for
v '\’OLK "Lied {Barkley v. Olym-
CV 875(RIDIKAM), 05 CV
;/4386(RJD)(KAM)', g5 CV
V 536Z2(RID}(KAM), 05 CV
Vi 2487810 (E.D.N.Y), August

22, 20u7)

The plaintiffs, eight first-time home buyers, brought
suit against real estate companies, lenders, appraisers,
and lawyers, claiming that the defendants conspired to
ell them over-valued, defective homes financed with
redatory loans and targeted them because they are mi-
orities.

They alleged viclation of the Fair Housing Act, other
federaL civil ngms laws, and state ang local anti-discrimi-
nation and consumer protection statutes.

The defendants moved ro dismiss the claims under Fed-
ﬂra- Rules of Civil Procedure 12(b)(1) and 12(b)(6). The

key issues, the court explained, are whether the plaintiffs
hiave su?ﬁczemi 7 pled race discrimination in violation of
f‘@ eval law and whether the claims against individual
“uani:s are pied with sufficient specificity.

s B2

aintiffs contended
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ASSISTED HOUSING

A; an airernauv—: ¢
could present direct ¢
ally targeted her for unfair loan

ba51s of sex and
marital status, she would not also have o show that the
lender makes loans on more favorable terms to others.
Other courts have supported the holding in Matthews.

3 on the

The defendants challenged this interpretation, arguing
that the fourth element of 2 prima facie case can be sat-
isfied only with evidence of disparate treatment or im-
pact and not with evidence of intentional targeting.

Rejecting that argument and agreeing with the
Matthews ruling, the court said it “joins the other district
courts to have considered reverse-redlining claims pre-
mised on targeting allegations and holds that plaintiffs
may establish the fourth prong of their prima facie case
with evidence of intentional targeting.”

Federai Civil Rigiis Luws
The plaintiffs alsc alleged violations of 42 U.S.C. Sec-
tions 1981, 1982, and 1985(3).

Sections 1981 and 1982 ban discrimination in various
financial transactions, including the purchase of real prop-
erty, and Section 1985(3) prohibits two or more persons
from conspiring for the purpose of depriving any person
of the equal protection of the laws.

In refusing to dismiss these ci "ims the court disagreed
with the defendants’ assertion that the plaintiffs have Fa.leh
to allege intentiona! discrimination, as reguired under
the three statutes.

Plamm ha\'e alleged s
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eraily subsidized housing in cases of criminal activity by
a tenant, the Delaware Superior Court, Kent County, ruled.
(Howell v. Delaware State Housing Authority, C.A. No.
07A-03-001, 2007 WL 2219147 (Del.Super), July 10,
2007}

The Delaware State Housing Authority {DSHA) insti-
tuted summary possession proceedings against tenant
Luciel Howell in the Justice of the Peace Court, main-
taining that certain criminal offenses allegedly commit-
ted by Howell, along with her intoxication during those
offenses, violated section 8(m) of her lease, which pro-
hibits “any criminal activity that threatens the health,
safety or right to peaceful enjoyment” of other residents.

The DSHA argued that under the decision in HUD w.
Rucker, 535 U.S. 125 (2002), Howell could be evicted if
the court simply found that she committed criminal ac-
tivity.

The DSHA also contended that the federal regulations
on which the applicable lease provisions were based re-
quired use of a strict liability standard when criminal
activity occurred in a public housing unit.

The Justice of the Peace Court issued a writ of posses-
sion for the DSHA, and after Howell's unsuccessful ap-
peal to the Court of Common Pleas, the DSHA recovered
possession of the unit. Howell then filed for a writ of
certiorari with the Superior Court, which the court
granted.

Court Ruling
Rejecting the DSHA arguments, the court found that the
authority’s interpretation of the lease provision on crimi-
nal activity is not supported by either Rucker or a plain
reading of the provision.

in Rucker, the Supreme Court held that a PHA could
evict a tenant for drug activity by a household member or
guest despite the tenant’s lack of knowledge of the activ-
ity. While that holding could be extended to other crimi-
nal activity, the court said, it is inapplicable in this case
since the tenant’s own activity was at issue.

The court also rejected the DSHA’s contention that un-
der Rucker, the occurrence of drug-related activity auto-
matically results in termination of the lease and eviction.

“Rucker does not stand for that proposition, or demand
that a strict liability standard be applied in cases of mere
criminal activity,” the court said. “Therefore, in this case,
Rucker has no application. It does not-mandate a strict
liability standard for eviction in cases of criminal activ-
ity”

Basis for Eviciion .. . y v
The ourt noted-that section 8(m): of the lease tracks the
Janguage in’ Section'8(d¥¢1){BI(iil} of ‘the U.S. ‘Housing
Act of 1937, 42 U.S. Section 1437{(d)(1)(BI{iiD), which
provides grounds-for termination of tenancy: for criminal
activity. ) &

‘Accordingly, the court said; the DSHA must demon-
strate, and-the Justice of the Peacé Court'must-find; that
the tenant, 2 member of the tenant’s household, or.a guest
any other person under the ten
al activity that threatens the health, safety; or righ

to peaceful enjoyment of the premises by other residents
or management employees.

“Tp be clear,” the court emphasized, “the third element
requires that the criminal activity negatively impact (i.e.
threaten) the health, safety, or right to peaceful enjoy-
ment of others; in other words, the criminal activity must
cause a negative impact.”

Under this requirement, the court explained, it is not
the mere occurrence of a crime, but the proof of a threat
to others that justifies eviction. “In determining whether
this standard has been met, the discretion is granted to
the Justice of the Peace Court,” the court added. “The
point, though, is that it must be considered and decided.”

State Law Preempted

However, the court agreed with the DSHA that for subsi-
dized housing, federal law preempts the provision in state
law, 25 Del. C. Section 5513(b), that a finding of irrepa-
rable harm to a person or property is necessary to evict a
tenant without providing an opportunity to cure an al-
leged lease violation.

Turning to the decision of the Justice of the Peace Court,
the court found it insufficient for review on certiorari
because the lower court failed to state the facts underly-
ing its decision or provide the legal analysis used to reach
its conclusion..

Accordingly, the court remanded the case to the Justice
of the Peace Court for further proceedings consistent with
its opinion.

FAIR HOUSING : |
Plaintiffs Don’t Have to Establish
Prima Facie Case at Pleading Stage
0f Housing Discrimination Case

Plaintiffs in a housing discrimination case do not have
to establish each of the elements of a prima facie case at
the pleading stage in order to survive a motion to dis-
miss, the U.S. Court of Appeals for the Sixth Circuit ruled,
reversing the decision of the district court. (Lindsay v.
Yates, No. 06-4430, 2007 WL 2316626 (6th Cir.(Ohio)),
August 15, 2007; for background, see Current Develop-
ments, Vol. 34, No. CB-23,.p. 733.) s

In this case, Douglas and Tina Lindsay, an African-
American céuple;signeda contract topurchase a home.
When the owners refused to go through with the sale,
they: filed suit :allegitig raetal disérimifiation in violation
t and other civil rights laws.

ifically, the
40 satisfy the-fourth
ey:did not.plead facts:show-
ied on the market for other

element of the:te becagse
ing that the-property rema
potential buyers. ...y »1 ¢

Court Rulin

In reversing t trict. courtrulmg,thesixth ¢ircuit
cited the U.S. Supreme Court decision in Swierkiewicz v.
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terpreting this section highlighted its substantive ‘compo-
nents: E i

“Inofi€ ‘case, the state supreme court ruled-that a land-
lord was required to give d tenant the right to cyre delin-
quent rent; in-another, the supreme court said a landlord
even had to give a tenant the right to cure when the breach

'was+the tenant’s-intimidating conduet, which the-land-
1ord-argued was not remediable. ‘The supreme ‘court-dis-

agreed; helding that after the niotice of the rightto remedy
is given, “whether the tenant has remedied:the breach
then.becomes -a-fact question for the trial court.”

-~ 'The-court drew.-twb ‘conclusions from' these-cases: a
residential tenant has-the tight to cure:a-violation: before
the lease is terminated, and the landlord must inform the
tenant of that right.

The 2003 amendment eliminated both the notice re-
quirement and the tenant’s right to cure. The court said
these changes are clearly substantive in nature, and sub-
stantive legislation cannot operate retrospectively. The
court said the district court properly refused to apply the
amendment to violations that allegedly occurred years
before its enactment. The court affirmed the district court’s
grant of summary judgment to Hunter.

SECTION 8

Termination of Benefits Reversed;
Hearing Officer Is Ordered to
Consider Mitigating Circumstances

The Minnesota Court of Appeals reversed a termina-
tion of Section 8 housing benefits, ordering a hearing
officer to consider mitigating circumstances. (Vicks v.
Dakota County Community Development Agency, No. A06-
1302, 2007 WL 2416872 (Minn.App.), August 28, 2007)

Veronica Hicks, who suffers from conditions that limit
her ability to care for her two special needs children,
participated in the Section 8 voucher program. Her niece,
C.H., who often visited Hicks to help care for Hicks and
her children, applied for her own housing assistance and
listed Hicks’ address as her own for contact purposes.

Fai-Yee Xiong, a housing specialist at the Dakota County
Community Development Agency (DCA), learned about
the niece’s living arrangement from: the niece’s case worker

Court Ruling : ,
The court noted that GDA acts in a guasi-judicial capac-
ity when it terminates a tenant’s Section 8 assistance af
ter an informal hearing and a court will uphold its actions
unless-they are “anconstitutional, outside the agency’s
jurisdietion, ‘procedus fective, based: on'as ‘éfrone-
ouis-legal theory; un =

 hearing officer’s
: evidence.
Although the hearing officer summarized the testimony
of the witnesses, the hearing officer did not make any
finditigs of Fact. Withiout more-specific findings of fact,
the court said it was unable to conduct a meaningful
review of the hearing officer’s decision.

Mitigating Circumstances

Hicks also argued that the hearing officer’s decision was
arbitrary and capricious because the hearing officer failed
to consider relevant mitigating circumstances.

Citing In re Excess Surplus of Blue Cross and Blue Shield
of Minn., 624 N.W. 2d 264 (Minn. 2001), the court said
that when a housing authority decides to terminate assis-
tance because of action or (as in this case) failure to act
by family members, the authority may consider all rel-
evant circumstances. CDA argued that this is permissive,
not mandatory, and failure to consider mitigating cir-
cumstances cannot be challenged.

The court disagreed. “The permissive nature of the regu-
lation does [not] preclude a determination that mitigat-
ing circumstances are an important factor that must be
considered in a particular case,” it said.

The court said the hearing officer’s summary of the
testimony demonstrated that the hearing officer knew
about Hicks’ physical and mental problems, her children’s
special needs, the assistance C.H. gave to the household,
Hicks’ need for assistance, and the fact that C.H. could
have been.added to the lease “but for the reporting issues
caused by C.H.’s use of Hicks' address” when C.H. ap-
plied-for housing assistance.

However, the court said the findings and the decision
did not indicate whether the hearing officer considered
whether termination was appropriate when balanced
against the nature of the violation, the degree of Hicks’
culpability; or the effects of loss of assistance on Hicks’
children, who had no culpability.
The court concluded
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the recommendation simply continues the crisis in subprime
lending by removing any incentive by the borrower to re-
pay a loan if there is no financial investment in the prop-
erty.

The Senate Banking Committee, in its proposed Building
American Homeownership Act, wants at least 1.5% of the
loan as a downpayment. While some senators pushed for no
downpayment, the 1.5% compromise engineered by Chair-
man Christopher Dodd (D-CT) is adopted, considering the
present requirement of a 3% downpayment.

HUD is the main proponent of FHA reform, having au-
thored the initial proposal last year. The reform effort was
sidelined by the mid-term elections and subsequent Democ-
ratic takeover of Congress. It was resurrected when the
subprime dilemma erupted with full fury this year.

A provision in both bills—tapping FHA’s mortgage in-
surance premium fund for at least $300 million a year to
help finance a national affordable housing trust fund—
receives little opposition.

Sources tell HAL opposition exists but Republican con-
servatives are reserving their fight against the idea for the
government-sponsored enterprise (GSE) regulatory reform
effort.

HR 1427, the proposed creation of a new regulator for
Fannie Mae, Freddie Mac and the 12 Federal Home Loan
Banks, would take a percentage of FNMA and FHLMC in-
vestment portfolio after-tax profits to finance an affordable
housing trust fund.

Conservative Republicans and some conservative De-
mocrats elected in 2006 oppose the fund and are mapping a
bipartisan fight to resist it.

Unless differences in the FHA bills are reached
quickly-—Congress is running out of time in its self-
imposed dates for adjournment (HAL, 9/14p1)—and the bill
is signed into law this year, borrowers are unlikely to get
FHA help this year despite HUD’s assurances otherwise.

useful purpose for certain borrowing sectors and hesitant
about interfering with the markets, now acknowledges he
was remiss in his approach.

Bernanke says the Fed is looking closely at some mort-
gage lending practices, including prepayment penalties, es-
crow accounts for taxes and insurance, stated-income and
low-documentation lending, and the evaluation of a bor-
rower’s ability to repay

* Yuppies Sidestepped In HUD Rescue

Baby boomers who took out jumbo home loans to keep
up with the Joneses can look past HUD for mortgage help,
says HUD Secy. Alphonso Jackson, again and again.

Jackson’s “yuppie” refrain—he uses it at every opportu-
nity, the most recent before the House Financial Services
Committee Sept. 20—is intended to emphasize HUD’s new
plan to help beleaguered homeowners primarily is aimed at
blue collar and service workers.

The Federal Housing Admin. (FHA) Secure plan is trum-
peted by Jackson as a way of making a point to Congress to
speed passage of the FHA reform bills (HAL, 9/7p3) (see
related story pl).

FHASecure focuses on teachers, nurses, police officers,
firefighters and others with moderate incomes. The plan
would reach about 250,000 of the estimated 1 million-2
million homeowners holding subprime loans with interest
rates about to reset under adjustable-rate mortgage (ARM)
terms.

Others could be eligible for lower downpayments if they
meet FHA requirements.

So far, FHA has been able to prevent about 20,000 fore-
closures, Jackson says.

But Jackson is emphatic—yuppies can find another way
to extract themselves from their financial quagmires.

The primary purpose of FHASecure at the moment is

MORTGAGE FINANCE
Fed Looks At Mortgage Restrictions

Distancing himself from the Alan Greenspan approach to
mortgage lending, Federal Reserve Chairman Ben Ber-
nanke tells the House Financial Services Committee the
Fed is conducting a broad review of consumer protection
regulations under its existing authority.

Bernanke says the subprime dilemma underscores the
need for more uniform enforcement in the fragmented mar-
ket structure of brokers and lenders.

Former Fed Chairman Greenspan, reluctant to block
flexible or exotic mortgage products which could have a
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Sources tell HAL the HUD spending plan likely will be
rolled up in an omnibus measure encompassing the remain-
ing nine appropriations bills.

The move being mapped by Democratic leaders would
force President Bush’s hand on threats to veto bills contain-
ing spending above the $933 billion ceiling recommended
by the Office of Management & Budget (OMB).

Veto of an omnibus either would force closure of gov-
ernment or a sustained continuing resolution through FY
2008.

Democrats want to avoid both. The first option would
cast a negative light on Democratic leadership in a year
when Democrats want to gain the White House as well as
retain their hold on Congress.

The second option is anathema as well. It would starve
several domestic programs, including public and subsidized
housing, which Democrats view as essential to their politi-
cal well-being as well as deny them the political advantage
accompanying pork-barrel projects embodied in the spend-
ing bills, earmarks denied in FY 2007 when the new leader-
ship vowed to curb the practice.

HUD has spent years and millions of dollars on a mark-
to-market program to reform the project-based program and
provide landlords with more reasonable rent subsidies—on
par with similar rental housing in individual locales—to
preserve affordable housing for thousands of Sec. 8 tenants.

The financial quandary could put those tenants in jeop-
ardy, forcing them to pay market rent or face eviction, if
landlords decide to pay off their mortgages and convert to
private housing.

HUD said in July all landlords would be paid by the end
of the month. But Schumer contends HUD never paid its
August subsidy for more than 7,000 apartments in New
York state, including almost 4,000 apartments in 43 build-
ings in New York City.

Sources tell HAL lack of money isn’t the only issue.
HUD has fallen behind in its administrative ability to proc-
ess the payments, much like its lack of ability to respond to
other crises such as administration of the public housing as-
set-management program.

TAXES
Tax Credit DDAs Outlined

Difficult development areas (DDAs) for low income
housing tax credits (LIHTC) are outlined in the Federal
Register.

LIHTC projects in DDAs are eligible for up to 30% more
in tax credit subsidies than projects outside DDA
boundaries.

Info: www.cdpublications.com/docs/4035

CGI Gets Outsource Contract Renewal

Canadian contractor CGI Group Inc. gets another two
years on its seven-year old contract with the Columbus
Metropolitan Housing Authority (CMHA) to administer
multifamily housing payments for HUD in Ohio.

HUD outsources its administrative responsibilities to the
information technology contractor for about 25% of its
multifamily housing program, including Florida, New York
and northern California.

CGI processes about $1.5 billion a year for HUD.

HUD

* Landlord Sec. 8 Payments Scrambled

Despite a $1 billion July bailout from the Office of Man-
agement & Budget (HAL, 7/27p1), HUD has no money to
continue paying Sec. 8§ project-based landlords.

The problem has become so contentious among the thou-
sands of unpaid landlords, it has drawn the attention of Sen.
Charles Schumer (D-NY) and puts the program in jeopardy.

Sources tell HAL that, unless HUD finds a way to raise
more cash to pay the landlords—insiders tell us the depart-
ment needs up to $3 billion to remedy the problem—more
landlords whose HUD contracts are ending will choose to
retreat from the program.

HUD officials tell HAL they are looking into a response
to HAL’s query, but they had not replied at press time.

HUD To Sell Unsubsidized Loans

HUD will put some unsubsidized mortgage loans secured
by multifamily and healthcare properties on the market.

The department says in its request for bids that the loans
basically are made up of non-performing mortgages and
will be sold without Federal Housing Admin. (FHA) insur-
ance and with servicing released.

The loans will be separated into categories of similar
property types, geographic locations, lien conditions and
performance.

Info: www.cdpublications.com/docs/4034

SuperNOFA For Four Programs

Funding competition is open for applicants in four pro-
grams under the HUD Demonstration Act of 1993—
Enterprise Community Partners Inc., Local Initiatives Sup-
port Corp., Habitat for Humanity, and YouthBuild USA.

Applicants must be able to provide $3 from private
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By Peter B, Matuszak
Daily Journal Staff Writer
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JLOS ANGELES — When developers of t
LA Live project needed to secure an additional
$400 million loan from Bank of America for the
multibillion real estate expansion on the western
edge of downtown, Robert Williams, a partier 2t
Sheppard Mullin Richter & Hampton, was more
than happy to make the deal happen.

Real Estate

However, much smaller and complex devel
opments are what keep the 56year-old lawyer
invigorated in the firm's real estate practice.

Sit down with the finance expert and you are
more likely to hear about the- decades he has
spent developing his affordable-housing practice
at the firm than the billion-dollar projects that
dominate the headlines.

“It may be largely overlooked,” said Williams,
“but the Low Income Housing Tax Credit may be
one of the most successful government subsidies
ever and has consistently earned bipartisan sup-

Wilkiarns' patience fits his line of
work. In the affordable housing wo
deals can include half a dozen par
pushing loans, interest, ecuity,
credits and costs in counterval
directions.

But for the few law firpos that

nily and agree thet lawyers
with 2 head for the complex feld also
can gain personal satisfaction of ade
dressing a real need in the state.
"Wrowing that in addition © nux
ning = viable practice | would be able

ﬁgm‘ed out the maze of te @ o help the community for me was
IS 7y % " . . . N
able housing sector, the practic fa etween being able to

vield consistent profits for clien
lawyers. Navigating the regulat
and various investors, said Wi
leads to more billable work hours
a typical market rate deal
According to Williams and
lawyers in the field, the affo
housing market can be rec
proof znd even grow when 1
rate rezl estate flounders
A omall fghtknit co
lawyers negotiate afford
deals in California.

v e

faw oed not, “ said Bocarsly,
f10 has spent the past 20 years in the
2.

egan in the niche real estate
the same group of atforneys

SELES DAY ;ouRNAL.THURSW

‘s, Sta%ﬂity in Affordable Housing Deals

viders are also seeing more and more
working people, and so evenwith a yob
finding housing can be & problem in

10f2

ROBERT LEVI

y 301

W;}" Wilk helped secure financing for the Los Angeles project using affordable housing incentives.

instance, Wiliams negoti- - ' "

e e W Sty 0 g
Northwest Gateway apartments. founding partner of Bocarsly Emden Williams' Mg; at Sheppar i thr
‘The project on the corner of Second ~ OWAD Esmail Parker & Amd, there includes one other pgmegosm l:e
Street and Glendale Boulevard wil are fewer than 10 firms in the siatfa associates. ’Ihrough ?Pubﬁe:nge S

- have 20 percent of ts 275 apartments | it more than two attorneys dedi- CO‘{:&YOB&WOH ;ro hco‘ﬂe u
dedicated to lower income housing, 2ted to the practice - selAdlor " wsgigdevem ot
To qualify, residents will have to & “You see 2 lot of the same faces in Tepfssemﬁ LORpro TS
less than half the median income for  ZV€rY deal, but there isnt & cookie Dﬂé OHOCasxs. Ld dector of
the area. cutter formmat for any project; each th émy r?:‘si eputytofﬂousing

To pay for the construction of th one is unique,” Bocarsly said. “There an?i Conmmnityx Development, ap-
below market units, Williams negotiz ;R:] ; fi;i I'do where I don't learn 510 4 R e of these law firms as
ﬁ:dm gsgl}egamz?ﬁga ' “Itsamultidisciplinary practice that gﬁ%ﬂg@? cl:n ﬂﬁ‘l‘}’dsme needs
financial partners that broker those  UCHS fﬁiﬁﬁﬁ;‘iﬁgfggﬁg The hovsing markets are different
EO?: :}’mai feder;ln f&ﬁ;ﬁi 2 :“ construction and developer issues. It's everywhere, bll:t Gveleraslé vt;fax?e m

% sign advanlage @ 1iorld problems that are unique TOT¢ farmilies homeles pr
that money. o s ey ? decades,” Creswell said. “Shelter pro-

Attorney Bob Williams stands near the 'Northwest‘ Gateway development. He arid his team
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the state.”

Just to keep up with po
growth, she said, there needs
200,000 to 220,000 new hom
every year. However |, she
jevel has only been achieved tw
{he past two decades pushing
ket prices and the income level
to avoid becoming homeless.

Creswell credits the work do
lawyers like Bocarsly and Wi
and their clients for bringing much
needed private sector funding for af-
fordable housing.

However, it is a combination of
carrots placed in just the right place
by the federal government, according
to Williams, that keeps forprofit corn-
oanies coming back to the affordable
housing market.

Since the mid-1990s, there has
continued to be increased inlerest
from developers and banks in the af
fordable housing market.

"Back in 1991 when other fin
were laying off lawyers in from
real estate group, we were
we did very well back then”
Bocarsly, who credits that
with lower land prices at th
government incentives and &
for reasopably priced rentals.

The financial institutions tha!
liams has represented, such as
of America, Wells Fargo, Citiban
other major lenders, are enti
these deals to earn community «
opment credits. Since the late
banks have needed these aw
community reinvestment in o
get governmental approval for
mergers, acquisifions and ofl

e

ine most comy

Low Income Housing Tax Credit.

Congress first passed the 1ax credit
in 1986, and it provides millions in fed-
eral tax credits {o stales every year o
budld housing for residents who make
60 percent or less of the average me-
dian income of their communities.

Each state determines how the
money is divvied up. In California a
committee awards the money twice a
year through a meritbased competi-
tion. Points are awarded to developers
depending on the number of afford-
able units their proposals will create,
income leve! of the residents targeted
for the new apartments and cost per
unit built, among myriad other fac-
tors.

This year the state’s allotrent was
$80 million, Projects that receive this
money are guaranteed to maintain
affordable housing units at the site for
a minimum of 55 years. To qualify for
this funding, developments must also
have a 20 percent minimum of their
units dedicated to low-dncome resi
dents. According to Williams though,
that number frequently goes higher
to compete for the larger subsidies
available.

In 1996, the credit was made per-
manent and indexed to inflation after
a Congressional study revealed that
the program was highly successful in
drawing in private sector investment
into the low-income housing market,

Bocarsly said that prior to the down-
turn in the market in 1991, he only
had a dozen clients in the affordable
housing market and nearly all where
nonprofit organizations, In the ensw

ing years he took on around 75 new

clients, almost all that were for-profit
and nearly all stayed in the affordable
market even afier the real estate val
ues recovered fromn that recession,

This new interest increased the
number of low-income housing prof
ects being planned and, according to
representatives from some nonprofit
groups, italso sade the federal money
TOre SCarce.

Paul Zimmerman is the director of
the Southern California Association o*
Non-Profit Housing, which represc s
450 of these community grour...

“Truth be told, if you ook at whois
getting the allocation there is some-
thing amiss,” Zimmerman said. “For-
profit developers seem to be winning.
When it comes down to tiebreakers,
the system seems to be biased toward
them.”

The 23year veteran of nonprofit
housing said that the ability of larger
companies to build at a lower cost
per unit may be the factor that earns
them more of the federal allocations
for housing.

However, despite the competition
over funds, Zimmerman also sees
these companies as necessary part
ners in the struggle to catch up with
demand for more below-marketrate
units.

Beyond the need for new afford-
able housing, much of the current
inventory is vanishing. According to
a study by the Southern California
Association of Governments, 11,000
units of affordable housing have been
converted to marketrate condomini-
ums and more than 52,000 units of
low-income housing are atrisk of fol-
fowing that Jead.

Zimmerman noted that despite all
the best efforts of nopprofit and for-
profit groups alike, the task ahead
is vast. He said in the best of years,
Los Angeles has added only around
2,000 new low-income units citywide
and that it would need to more than
double that number to address this
evergrowing deficit.

“We are entering an era of extreme
polarization of wealth and every year
are losing more and more of the
middle class” he said. “This is very
evident in the housing market, and
eventually this is going to put pres-
sure on the government to increase
public policy to address this faflout.”
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Instead, Kinard would receive a bonus amounting to 10%
of his annual pay, about $19,000, if he is able to pull off the
feat. Kinard was brought in by Newark officials to clean up
administrative chaos left by former director Harold Lucas, a
former HUD executive under Secy. Andrew Cuomo who
was accused of padding NHA's payroll with relatives,
spending thousands on personal amenities including a
plasma television for his office, and selling NHA land to
benefit former Mayor Sharpe James, who is under grand —
Jjury indictment for his activities as mayor, to develop a
news sports arena.

HUD ordered NHA to repay millions the department
claims was spent in violation of rules.

ASSISTED HOUSING

Sec. 8 Landlords Promised Payment

Following HAL’s disclosure last week (HAL, 9/21p5) that
project-based Sec. 8 landlords continue to miss their
monthly reimbursements from HUD, the department issues
an e-mail assurance the checks will be in the mail.

“I am happy to report that as of today, all 2007 funding
actions have now been completed at headquarters and sent
to HUD field offices for final processing,” the e-mail says.

The message, with an accompanying apology and prom-
ise to do better in 2008, claims 1,000 of the 22,000 owners
of HUD-subsidized developments had not received their
payments on time.

AFFORDABLE HOUSING
Post Katrina Affordable Housing Lag

Mississippi: Recovery of housing affordable to the aver-
age south Mississippi family affected by Hurricane Ka-
trina’s devastation two years ago lags significantly behind
higher-priced homes, a new Rand Corp. study finds.

The study, Post—Katrina Recovery of the Housing Market
Along the Mississippi Gulf Coast, is highlighted by a lack
of affordable housing available to workers involved in the
recovery effort.

Rand says affordability was a central issue before the
storm with nearly 40% of renters paying more than 30% of
their income for housing. Destruction of about 5,700 af-
fordable rental units made the shortage more acute and led
to a 20% increase in rents for remaining units.

The study is sponsored by the Mississippi Assn. of Real-
tors, Nat’l Assn. of Realtors and Oxfam America, a non-
profit fighting global poverty.

State Wants More Katrina Aid

Louisiana: The state’s “Road Home” program will go
broke by the end of the year without an infusion of federal
aid, state officials say.

The claim follows a reallocation of $1 billion to keep %

program from going under next month. HUD must appro
the money shift.

Even with the additional aid, Road Home will be short
$3.5 biilion. If HUD refuses the $1 billion reallocation and
Congress doesn’t free $1.2 billion in hazard mitigation
money, the shortfall will exceed $5.6 billion, officials
claim.

So far, more than 54,000 homeowners have received one-
time grants to rebuild or restore their houses, despite the
bureaucratic and red-tape pitfalls which delayed implemen-
tation for months following Hurricane Katrina.

More than 184,000 homeowners have applied for the
grants, but officials estimated 162,000 will receive aid after
ineligible applicants are rejected.

If additional aid is rejected, officials estimate 76,000 eli-
gible homeowners won’t receive grants.

Housing Trust Fund Starvation Looms

Wisconsin: Milwaukee Mayor Tom Barrett says he will
recommend infusion of $400,000 into the city’s affordable
housing trust fund in Milwaukee’s proposed FY 2008
budget.

The proposal draws fire from an affordable housing coali-
tion which was expecting $2 million. The group mounts a
protest drive to get the mayor to increase funding.

Barrett says his move is a response to failure of the trust
fund to spend money this year. The fund, created in 2006,
was funded with $2.5 million in general obligation bonds
with the stipulation it should be matched dollar for dollar.
The match didn’t materialize.

Affordable Housing Panel Established

Hawaii: Gov. Linda Lingle (R) organizes the Affordable
Housing Regulatory Barriers Task Force to identify regula-
tory barriers to housing for low- to moderate-income fami-
lies.

The panel will sort out government regulations, practice
or policies significantly increasing the time and cost of pro-
viding affordable housing, Lingle says.

BUDGET

Stopgap Spending Through Nov. 16

As HAL told you it would, Congress decides to delay FY
2008 domestic spending and rety on FY 2007 appropria-
tions levels to finance government operations through Nov.
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The continuing resolution adopted to prevent a govern-
ment shutdown would cut into extra financial aid cities
were anticipating, thereby provoking NLC ire.

The House-passed FY 2008 HUD spending proposal con-
tains $3.9 billion for CDBG formula grants, $228 million
more than allocated in FY 2007, to be distributed among
1,180 municipalities.

Indianapolis Mayor Peterson contends the stopgap spend-
ing law will further cut into CDBG funding which is well
below the program’s 2001 funding level after efforts by the
Bush administration to shift CDBG’s emphasis away from
general revenue sharing to aid to poverty areas.

HUD
HUD, IRS In Tax Incentive Webcast

HUD and the Internal Revenue Service team up for a Oct.
11,2 pm-4 pm EST, Webcast to provide an overview of ta
incentives for Renewal Communities & Empowerment
Zones.

A panel of IRS experts will have updates on changes to
the incentives, covering employment credits, work oppor-
tunity tax credits, commercial revitalization deductions, in-
creased Sec. 179 deductions, and other incentives.

Register by Oct. 5 at OCRTaxCredit@hud.gov. Real-
Player is necessary to view the Webcast and the free soft-
ware can be downloaded from

www.hud.gov/webcasts/schedule.

likeness won’t be among them—it will be closeted until he
departs for the private sector.

There had been a major question among HUD rank-and-
file about the reason for the rush to complete the portraits—
even the artist, Daniel Mark Duffy (HAL, 9/14p4), won-
dered about the haste.

Now we know. HUD insiders tell HAL Jackson insisted
on completion of the portraits of him and his predeces-
sors—Mel Martinez, Andrew Cuomo, Henry Cisneros and
Jack Kemp-—to coincide with the opening of the cafetorium
(cafeteria, fast-food stalls and auditorium) so it could be
turned into a gala with all present for the unveilings.

HAL hears some grumbling, though. The cafetorium at
$7.8 million is almost $2 million above original estimates
and the portraits are a late addition to the $350,000 cost of
the new furniture, all at a time when HUD/housing pro-
grams face severe budget cuts.

Housing Book By Two Ex-HUD Chiefs

Former HUD Secys. Jack Kemp and Henry Cisneros call
for new strategies for urban housing in their new book, Our
Communities, Our Homes: Pathways to Housing & Home-
ownership in America’s Cities & States.

The pair select New York City to unveil the book, citing
that city’s “New Housing Marketplace Plan” as a model of
successful housing policy. The 10-year, $7.5 billion plan
targets affordable housing for 500,000 families.

UD Opera For Public Housing Tenants

Somewhere in the bowels of HUD headquarters, a plan-
ner recently determined that classic opera would be an ideal
social tonic for public housing tenants, particularly youth.

Thus was born HUD’s new opera telecast effort with the
Washington Nat’l Opera, beamed to people living in public
and assisted housing across the country.

HUD’s publicity machine describes the effort as an at-
tempt to introduce opera and all of its employment oppor-
tunities to young people.

The cost for the first telecast—a performance of Puccini’s
“La Boheme”—is $5,410 to beam the story of tragic love
set in 1830 bohemian Paris to eight public housing com-
plexes.

It prompts government watchdog group Citizens Against
Government Waste to call it “L.a Behemoth,” a prelude to a
new annually-funded HUD program.

)KHEARD AT HUD
Portraits To Gaze On HUD Diners

When HUD headquarters employees and others enter the
new multimillion dollar cafetorium soon, they will be
greeted with $100,000 worth of portraits of the most recent
HUD major domos.

By tradition, HUD Secy. Alphonso Jackson’s $20,000

Jackson Celebrates Starbucks Opening

[Hinois: HUD Secy. Alphonso Jackson jets here to be on
hand for the grand opening of a new Starbucks coffee shop
in the largely public housing section of South Chicago.

The reason given to HAL by HUD’s publicity machine
for Jackson’s appearance at what normally is a local news-
paper and photo event given is Starbucks Chairman How-
ard Schultz formerly lived in subsidized public housing in
Brooklyn.

Another reason sources tell HAL is Jackson lends his ce-
lebrity status to Magic Johnson’s Development Corp. The
former basketball star’s business owns nine Starbucks and
helps redevelop blighted urban areas.
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Affordable Housing Debate - Crusader Zev: This is
Wolf in Sheep’s Clothing

{Yaroslavsky continues crusade in this David Zahniser & Steve Hymon report excerpted from the LA

Times)

Los Angeles County Supervisor Zev Yaroslavsky on Wednesday called on Mayor Antonio
Villaraigosa to rework a proposal that would lift the city's limits on height, density or other planning
rules for residential construction projects that have as little as one affordable housing unit.

Yaroslavsky said the proposed ordinance, in its current form, would spark a wave of demolitions in
neighborhoods across the city -- with pricey, multi-story housing developments replacing smaller, rent-

controlled apartments.

The proposal, which is scheduled for consideration by the council's planning committee next week,
would apply to buildings that designate as affordable as little as 5% of the total units in a project.

“This is a wolf in sheep's clothing,” he said. "There's a lot of talk about affordable housing, when as

many as 95% of {the units] will be market rate.

"And for the number of units they do build, they get to build a bigger project, a taller project, and in
the process you've displaced people who were living in more affordable units to begin with.”

in a letter sent this week, Yaroslavsky offered a counterproposal, saying that unless changes are made,
voters would refuse to support future affordable-housing bond measures. Villaraigosa has talked about
pushing a successor to Proposition H, the $1-billion housing bond that fell shy of two-thirds approval

last year.

villaraigosa said Wednesday that he had not seen the letter but predicted that an accord could be
reached with the supervisor, who also is a former councilman. Councilwoman Jan Perry voiced doubis,
however, saying Yaroslavsky's counterproposal would keep affordable housing out of affiuent

neighborhoods while concentrating subsidized units in poorer ones,

housing in every neighborhood, and

.
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Otficials float
rejecting new
Imusmg tract

By JAMES RUFUS KOREN .
Valley Press Staff Writer-

LOS "ANGELES — With Cali-
fornia Aqueduct water supplies in
question because of a court ruling
over an endangered fish, Los An-
geles Couhty water officials have
proposed refusing to allow construc-
~ tion of a 650-home tract in west
Lancaster,
~ -County supervisors will be asked
Tuesday to approve a report show-
ing there is an inadequate water
supply for a 160-acre tract proposed
near Avenue J and 70th Street
West.

The Antelope VaIley-East Kera
Water -Agency cannot guarantee
water from the State Water Project
_will be availahle for the new iract,
‘aceording to the report from Los An-
geles County Waterworks District
No. 40; which supplies much of Lan-
caster and west Palmdale as well as
other parts of the Antelope Valley.

" The trouble stems from a US
Distriet Court action that profects
the delia smelt, an endangered fish
specigs that has been hurt by wa-
tef pumps in the Sacramento-San
Joaguin’ River Delta — the source
of the water that fows down the
California” Agueduet fo muthem
) ‘{Ialzfemsa
. “While state and Tocal water
,aganeaes are still anaivzmg the

sufficient future water supplies a

" court ruling," the decision nnght_

result in a significant reduction in
water supplies from the State Water
Project to AVEK and other State
Water Project contractors,” the
report said. “As AVEK is currently
inable to assure the (Waterworks)
District of the availability of State
Water Project water supplies ... the
District is unable to conclude that

available for this project.”
. According to the report, the 850~
home tract would create'demand for

780 acre-feet of water per year. A

single acre-foot is 325,851 gallons.
Supervisors .face the decision
against a backdrop of controversy

over the Valley water supply’s abil-

ity to suppori population growth,
With last winter the driest on record

for Southern California, coupled

- issuing. new"

reduction in water use, but shelved
that plan after city oﬁicxa]s aceused
them of failing to prepare for an
emergency and of engaging in scare
tactics. . .

This is-the second time the Wa-
terworks District has said there is
not enough water for new develop-
ments in the Valley.

In July-2004, the district stopped
“wﬂl-serve” letters

décuments that say the district
Vi supply water — {0 proposed
housing tracts. The waterworks dis-

trict never officially refused water
service, but it had sent letters say-

-ing water might not be available.

That dispute was. settled in De-

cemiber 2004 when the waterworks
district and AVEK struck a deal
that required AVEK to provide

with the delta smelt court decision,
AVEK officials have warned that
local supplies from the California
Aqueduct might be cut back drasti-
cally if next winter is dry:
Waterworks officials have not
ordered their customers in Lan-
caster or elsewhers to reduce water —
consumption, but Palmdale Water
District officials last month told

District No. 40, which covers most

of Lantaster and Palmdale, with 2

set pércentage of its water supply.

The deal also increased fees paid by
- developers to enhance the Vaiiefs
. fwai;er system.

> jhoren@gupress.com

‘customers to siop hesing down

sidewalks and to take other conser-
. vation measures, District officials
had contemplated ordering 2 30%
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tion requires @ long-term comimirment o the provision of
housing assistance, the TEpoTt Says, since substantial im-
provement in the clients’ mental and substance abuse
problems can take years.

(“The Applicability of Housing First Models to Home-
less Persons with Serious Mental Iliness” is gveilable at
www. huduser.org.)

AFFORDABLE HOUSING
Los Angeles Mayor Approves

Downtown Inclusionary Zoning

‘Los Angeles Mayor Antonio R. Villaraigosa has signed
an inclusionary zoning ordinance creating a greater
downtown housing incentive area providing a 35 percent
increase in total floor area and other incentives for resi-
dential and mixed-use buildings, including apartment
hotels, that set aside a percentage of units for low- to
moderate-income households.

The changes to the municipal code are meant to en-
courage the production of mid- and high-rise residential
projects in the downtown redevelopment area, which is
near mass transit. A city planning department report said
the ordinance would result in the production of more
housing than would otherwise be permitted and help lessen
the effects of a “housing shortage crisis.”

To qualify for the density bonus, a building must set
aside 5 percent of the total dwelling units for very-low-
income households and either 10 percent for low-income
households, 15 percent for moderate-income households,

or 20 percent for workforce income households, defined
as those up to 150 percent of the area median income
(AME):

The minimum low-income affordability requirement
on rental units is 30 vears, while for-sale housing will
have a covenant acceptable to the ciry housing depart-
ment consistent with state law.

Open Spuce Reguirements

In addition, the open space requirements for all dwelling
units in an inclusionary zoning building will be reduced
by one-half, provided that an in-lieu fee is paid to a tust
fund for the city recreation and parks department.

No parking space will be required for dwelling units
or hotel guest rooms dedicated to or set aside for house-
holds with incomes below S0 percent of AML In addi-
tion, no more than one parking space, including guest
parking, will be required for each housing unit.

The ordinance also makes zoning changes in the cen-
tral city area to promote denser construction of housing
units. The allowable floor area of a residential building
will be computed based on the lot area and any land set
aside for streets. Other residential projects must disre-
gard areas dedicated for streets in this calculation.

The ordinance also no longer distinguishes between
private and common open space for downtown residen-
tial development. The city staff said that requiring per-
centage set-asides of private and common space has proven
unworkable in more urbanized areas. Also in the hous-
ing incentive area, there would be no yard .or setback
requirements. ' '

' Oetober 1, 2007
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COURTS

SECTION 8

Owners Can’t Terminate Youchers
Of Tenants Protected by Los Angeles
Rent Stabilization Ordinance

' Apartment owners can't terminate the Section 8 hous-
ing choice vouchers of tenants protected by the Los Ange-
les Rent Stabilization Ordinance (LARSO), the U.S.
District Court for Central California, Western Division,
ruled, invaliding HUD rules allowing termination by
owners who want to raise rents. (Barrientos v. 1801-1825
Morton, LLC, CV 06-6437 ABC (FMOx), September 10,
2007)

The court also ruled that enhanced vouchers cannot be
terminated because of the voucher holders” explicit right
to remain in their current housing with no increase in
out-of-pocket rent payments. ‘ ’

The plaintiffs in this case are 22 tenants of Morton
Gardens, a 66-unit Los Angeles project developed under
the Section 236 program whose mortgage was prepaid
in 1998. As a result of the prepayment, 16 of the plain-
tiffs have enhanced vouchers under Section 8(t) of the
U.S. Housing Act of 1937, 42 U.S.C. Section 1437f(1),
while six have housing choice vouchers under ‘Section
8(o0).

Termination Notice
Section 8(0)(7)(C) provides that a Section 8 voucher ten-
ancy cannot be terminated during the term of the lease
except for serious lease violations, violations of law, or
“gther good cause.” '
HUD regulations, 24 C.ER. Section 982.310(d)(iv),
define “other good cause” to include a business or eco-
nomic reason, such as the desire to lease the unit at a
higher rent. . ' '
In March 2006, the defendant owner, 1801-1825 Morton,
LLC, served on each plaintiff a notice of withdrawal from
the Section 8 program and change in the terms .of ten-
ancy, notifying the tenants of its intent to terminate the
housing assistance payments (HAP) contracts and charge
the full market rent for their apartments. seme
Following objections from the I
City of Los Angeles and the
ment, the defendantr

8 eviction provisions.”

Enhanced VYouchers

The court first considered the status of the tenants with
enhanced vouchers.

Section 8(t) provides that enhanced vouchers are treated
as housing choice vouchers under Section 8(0), except
that enhanced voucher holders may elect to remain in the
same project in which they were residing at the time of
the eligibility event (in this case, the prepayment), with
Section 8 assistance covering any increase in rent.

The court agreed with the enhanced-voucher plaintiffs
that the language in Section 8(t) creates a right for as-
sisted families to remain in the same project, but it also
found that this right doesn’t insulate them from eviction
for good cause, as provided in subsection (0)(7).

“The Court cannot expand enhanced-voucher tenants’
right to remain to prevent ‘other good cause’ evictions
without also preventing evictions on the other two grounds
in subsection (0)(7),” the court explained, “since these
grounds are all contained in the same subsection, and
nothing in any part of Section 8 suggests that they could
or-should be divided in this way.”

Noting the congressional interest in encouraging owner
participation in Section 8, the court found no indication
that Congress intended to shield enhanced-voucher ten-
ants from all evictions under subsection (0)(7).

“Interpreting subsection (t) as creating tenancies insu-
lated from eviction for any reason would erect a nearly
insurmountable barrier to voluntary owner participation
and would undercut the explicit intent of Congress,” the
court concluded.

Other Good Cause
However, the court added, while enthanced-voucher ten-
ants are subject to eviction for other good cause under
subsection (0){7), they cannot be evicted to allow the
owner to raise rents, asprovided in Section 982.310(d)(iv).
In making that determination, the court explained that
“the language and history of subsection (t) unambigu-
ously provide enhanced-voucher tenants a right to remain
in ‘tenaticy ' when. the rent is raised....”
Accordingly, the court said, the HUD regulation per-
mitting evictions in order to obtain higher rentals cannot
be enforced against enhanced-voucher tenants. ™

ict between the

3 Oeiober-1,2007
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HUD regulation and the LARSO because the former, but
not the larter, allows evictions in order to obtain higher
rents,

Conflicting Policies

The next step, the court said, is to determine whether
HUD’s regulation represents a “reasonable accommoda-
tion” of conflicting policies.

Since Congress was silent on the meaning of other good
cause for evictions, the court said, the only issue, under
the Supreme Court ruling in Chevron, U.S.A., Inc. v. Natu-
ral Resources Defense Council, Inc., 467 U.S. 837 (1984,
is whether HUD’s definition of other good cause is “rea-
sonable” or “arbitrary, capricious, or manifestly contrary
to the statute.” ; ‘

The court agreed with the defendant that HUD’s defi-
nition is generally a reasonable accommodation of the
conflicting policies of protecting tenants from arbitrary
eviction while encouraging owner participation in Sec-
tion 8.

Limits on HUD Authority
However, the court added, HUD’s authority to reconcile
these policies is not unlimited.

“By defining ‘other good cause’ to include raising rents,
HUD has favored the policy of owner participation to the
complete exclusion of protecting tenants from: arbitrary
evictions,” the court concluded. “This is an unreasonable
interpretation of the ‘gther. good cause’ eviction provi-
sion in 42 U.S.C. Section 1437f(0)(7) that is manifestly
contrary to the Section 8 statute.”

While Congress indicated an intent.to make Section 8
operate as much as possible like the unassisted rental
market, the court said, HUD’s regulation actually makes
the two less alike, since assisted ténants wotld not have
the LARSO protection against eviction in order to raise
rents.

“Congress did not give HUD the power to underecut the
precise purposes of Section 8 and, by defining ‘other good
cause’ to include raising rents, HUD has exceeded its
authority,” the court concluded.

The court also rejected the defendant’s argument that
the eviction provisions of LARSO are preempted by the
state vacancy decontrol statute,VCalifomia;Civil Code
Section 1954.535. . L

Accordingly, the court granted the- plaintiffs’ motion
for.summary judgment. s

FAIR HOUSING

No. RDB 06-3281, 2007 WL 2694186 (D.Md.), Septem-
ber 10, 2007

Millennium Hall, which provides housing for Towson
University students, was.opened in 2000. Mark Kuchmas,
2 wheelchair-bound student, signed a lease for 2 unit on
December 1, 2005, but when he toured the unit in Janu-
ary, he found portions were not accessible. '

Kuchmas subsequently filed suit against PGAL, Archi-
tects, Inc., the architects for Millennium Hall; the univer-
sity; and other parties, alleging violations of the Fair
Housing Act, the Americans with Disabilities Act (ADA),
and the Rehabilitation Act-of 1973.

In this ruling, the court considered PGALs motion to
dismiss and Towson University’s motion to dismiss the
fair housing claims.

Statute of Limitations

PGAL asserted that the plaintiff’s design and construction
¢laim was barred by the two-year statute of limitations
in the Fair Housing Act.

In response, the plaintiff argued that the statute of limi-
tations began running not when the building was com-
pleted and occupied but when he leased his apartment.
Alternatively, he contended that the suit was timely under
the continuing violation doctrine since Millennium Hall
remains in violation of the Fair Housing Act. -

The court explained that the precise issue presented by
PGAI's motion to dismiss is the applicability of the stat-
ute .of limitations -to claims brought against an architect
in the design of a non-compliant building.

The court noted that this issue was specifically addressed
in Moseke v. Miller & Smith, Inc., 202 ESupp.2d 492
(E.D.Va. 2002). In Moseke, the U.S. District Court for the
Eastern District of Virginia ruled that the.existence of‘a
non-compliant building is not a continuing violation of
the Fair Housing Act and therefore claims brought against
the developers and architects more than two years after
completion of construction were time-barred.

Court Ruling » ;
Agreeing with the court in Moseke, the court explained
that Section 804(f)(3)(C) of the Fair Housing Act, 42
U.S.C. Section 3604(f)(3)(C), applies expressly to one
form of discrimination, the failure to design and con-
struct housing in‘a way that provides access for handi-
capped individuals. - '

_“The:statute of limitations provision would essendally
be meaningless if th ytinping violation doctrine were
applied to clain under that section,” the court
iyt : oG o ror

. Ociober 1, 2007
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Accordingly, the court granted PGALs motion to dis-
miss the Fair Housing Act Claims. It also dismissed the
ADA claim against PGAL, finding that the ADA does not
impose liability on architects for failing to design and
construct buﬂdmgs that are handicapped-accessible.

llwcaih Amendment

The court also granted the motion 1o dismiss the Fair
Housmg Act ¢laims against Towson University, agreemg
thh Towson that as a branch of the Maryland state uni-
versity system, it has 1mmumty under the Eleventh Amend-
ment.

. The court noted that Section, 3613 of the Fair Housing
Act authorizes aggrieved persons to bring civil suits in
state or federal court for injunctive or monetary relief,
‘ t specify who can be sued. The court noted,
“that the provision o1l attorney’s fees and costs
Hjon 3613 says that “[t]he United States shall be
liable for such fees and costs to the same extent as a
private person '

The court said this sectxon suggests that only the fed—
eral government and private persons can be liable in civil
suits under ‘the Fau' Housmg Act. )

SECTION 8

Tennmatmn of Voucher Reversed
Because Finding of Violent Cmmnal
Activity Wasn't Supported by Record

The Minnesota Court of Appeals reversed the termina-
tion of a tenant’s Section § voucher, holding | that the hear-
ing officer’s finding of violent criminal activity was not
supported by the record. (Meyer y. Dakota County Com-
munity Development Agency, N 6-1290; 20
2703005 (Minn.App.), September18;-2007)..

After tenant-relator Karl Meyer allegedly sent” two 1et~
ters threatening attacks on a policé-station, his landlord
tefininated his lease, arid ‘thé Dakota County Community
Development Agency {CDA) informéd Meyer that his
voucher would also be terminated because the létters con-
stituted :a threat of violent mmmal act:vn:)g in: molanon
of federal regulatmns e L i

where the CDA offere
response to ‘the alles
treated one of ‘the:

mination of Section 8 assistance for viglent criminal ac-
tivity. by a temant or household member, regardless of
whether the tenant or household member has been ar-
rested or convicted of such activity. t

Accordingly, the court rejected Meyer’s argument that
his Section 8 benefits could not be terminated because he
wasn’t.charged with'a -crime. It-also rejected his conten-
fion that the CDA must identify a speeific crime and that
a -threat of violence must be communicated directly to
the targeted party.

The court noted, however, that HUD regulatxons Sec-
tion 982.553(¢), require that the CDA proverby a prepon-
derance of the evidence that Meyer engaged in violent
criminal activity.

“Upon review of the record,” the court added “we con-
clude that there is insufficient ewdence as a matter of
law, to satisfy that burden ? '

Termination Hearing

The court pointed out that the CDA did not produce the
alleged letters or any witnesses at the termination hear-
ing, relying instead on the brief pohce Teports of the two
incidents which stated that Meyer threatened to attack
the police stauon

‘While such a statement, if true, 1s a threat the court

said, “to constitute ‘violent criminal activity,’ it must ap-
pear reasonably likely that the threatened action will be
consummated, or at least that. 1t ‘was reasonably capable
of bemg camed out” .
: ' e, the court smd no emdence was presented
at. the he aring to show that: etther letter constituted a
bona fide threat, and the evidence that was available
indicates that the ‘threats weren’t credible. The court
pomted out that no criminal’ charges were filed in either
incident and that the district court found that Meyer dld
not’ constltute ‘a threat to others or hlmself ’

“We acknowledge that this is a close case,” the court
said. “But even assuming relator sent both letters, the
CDA did not produce any evidence that the threat of harin
was-communicated.in a manner that would cause a rea-
sonable person to fear that relator would launch an at-
tack.. We reverse. the termination of relator’s Section 8
benefits.” L
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Chair of the House Subcommittee on

o

Sponsored by Rep. Maxine Waters (D-CA),

Housing and Community Opportunity, o ot ‘
SEVRA was reported by the House Financial reie H R, 1851
| Services Committee and passed in the
| House of Representatives by large bipartisan
¥ majorities. The bill includes a new Section
| 8 Voucher funding protocol based on costs
i and vouchers in use, simplifies a number R
of elements in calculating income and rent

IN THE SENATE Op THE UNITED sTATHS

Rep. Maxine Waters (D-CA)

for deeply assisted housing programs, and T vefornt the L A,N ACT
. . : 1 wistng ehoice voneher CIHRITY
includes a replacement for the Moving to Work demonstration for S of the Usited States [, m‘ P
i Be it evier weted by the Senate o I
tnel House of Representa.
PHAQA Stroﬂggy Supperts SEVRA anﬂ 2 FHres of the United Stafex of dmerica i) l"l '* ’ !

HIERS usseinbled,

urges the Senate to take action on the
bill as quickly as possible.

80 HAs entitled the Housing Improvement Program (HIP). PHADA understands that the Senate Banking
Committee has begun drafting a parallel bill for the Senate. That committee must take up consideration of
the bill after its summer recess. Although it has concerns with some provisions of the bill, PHADA strongly
supports SEVRA and urges the Senate to take action on the bill as quickly as possible.

National Affordable Housing Trust Fund Act of 2007 (H.R. 2895)

Rep. Barney Frank (D-MA), Chair of the House Financial Services Committee
sponsored this bill to authorize creation of an Affordable Housing Trust Fund supported
with financial resources drawn from Fannie Mae, Freddie Mac and FHA. Funds would
be allocated to states, Indian Tribes and eligible local jurisdictions to support atfordable
housing development, with a match requirement of 30 percent from non federal
government or private sector resources and 50 percent from federal resources. HAs, as
well as other units of government and private sector nonprofit organizations are eligible
users of funds that would be available through the fund. The bill has been reported

by the House Financial Services Committee and awaits action by the full House of
Representatives.

Rep. Barney Frank (D-MA)




HOPE VI Reauthorization and Improvement Act of 2007 /0 / 5/0 7
(S. 829 and H.R. 3126)

Sen. Barbara Mikulski (D-MD) has reintroduced her HOPE VT reauthorization bill that would authorize
annual appropriations of $600 million through 2013 and would require linkages between neighborhood
revitalization and the improvement of neighborhood schools. The bill must be considered by the Senate
Banking Committee. Rep. Maxine Waters introduced a similarly named bill, but PHADA understands that
the House reauthorization bill will undergo substantial modification before consideration by the House
Subcommittee on Housing and Community Opportunity.

» PHADA supports reauthorization of HOPE VI for more than 1 year, has some
concerns with Mikulski’s requirement for linkages with school improvements,
and awaits changes to Rep. Waters’ version of the reauthorization.

Small Public Housing Authority Act (H.R. 3067)
Small Public Housing Authorities Paperwork Reduction Act (S. 809)

The House bill, introduced by Rep. Randy Neugebauer (R-TX) and the Senate bill,
introduced by Sen. John Sununu (R-NH) have similar titles but different provisions. The
House bill would exempt non-troubled agencies with fewer than 251 public housing

agencies with 500 or fewer public housing units from the submission requirement
regardless of the size of their Housing Choice Voucher program. Sen. Sununu’s bill awaits
consideration by the Senate Banking Committee, while Rep. Neugebauer's bill has passed
in the House and referred to the Senate Banking Committee.

Sen. John Sununu (R-NH)

e PHADA has endorsed the Senate version of this bill.

| units and Housing Choice Vouchers combined from submitting an Annual Plan to HUD.
These agencies would still submit a civil rights certification. The Senate bill would exempt

Public Housing Tenants Respect Act of 2007 (H.R. 458)

Rep. Charles Rangel (D-NY) has introduced a bill that would repeal community service and family self
sufficiency requirements in the public housing program. Unfortunately, the failure of an effort to prevent
implementation of the community services requirement in the 2008 House Appropriations bill covering
HUD does not bode favorably for Rangel’s proposal.

o PHADA supports elimination of the community services requirement for
public housing residents.
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Affordable Housing Expansion and Public Safety Act (S. 427)
Public Housing Drug Elimination Program Reauthorization Act of 2007

(H.R. 174)

Sen. Russell Feingold (D-WT1) reintroduced his proposal to reauthorize and expand the eligibility for the
Public Housing Drug Elimination Program (renamed The Public and Assisted Housing Crime and Drug
Elimination Program). In addition, the bill authorizes an additional 100,000 Housing Choice Vouchers
in 2008, expands the HOME program for housing targeted to extremely low income households, and

it authorize $400 million for that expansion. In the House, Rep. Barbara Lee (D-CA) introduced a
straightforward 3 year PHDEP reauthorization without expanding eligibility or authorizing additional
Housing Choice Vouchers. Both bills await consideration by committees in the Senate and in the House.

o PHADA strongly supports reauthorization of PHDEP and urges Congress to take
action on each bill and reconcile differences between House and Senate versions.

Moving to Work Charter Program Act of 2007 (S. 788)

Sen. John Sununu (R-NH) reintroduced his proposal to replace the MTW demonstration authorization with
permanent authorization for up to 250 MTW agencies. The bill avoids the complexities of the HIP proposal

in SEVRA.

e PHADA endorsed the MTW Charter Program Act as introduced in the last
session of Congress in 2006.

Public Housing Asset Management Improvement Act of 2007 (H.R. 3521)

Rep. Albio Sires (D-NJ) introduced a bill designed to correct major flaws in HUD’s asset management
implementation plans. The bill includes four critical provisions which will greatly improve HUD’s
implementation of asset management.

1. Prohibit restrictions on uses of Capital Fund resources in Central Office Cost Centers beyond those

already in the Capital Fund program, :
2. Prohibit HUD from finding non-stop-loss agencies’ management and related fees unreasonable until

publication of final rules in 2011,
3. Require HUD to undertake negotiated rule making concerning fees in 2009,
4. Exempt non-stop-loss agencies with 500 public housing units or fewer from asset management

requirements.

o PHADA assisted in the development of this bill and strongly supports it.
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releases on his every move.

The proposal would require all mortgage originators to
register with a national registry to ensure they have not
been convicted or prosecuted for mortgage fraud.

GSEs
FHLMC Portfolio Surges

Freddie Mac says its investment portfolio increased at its
fastest pace since December 2005, with monthly volume
growing 19.3% to $732.2 billion.

FHLMC’s holdings rose for the fourth straight month,
with its year’s growth to date at an annualized 6%.

The second largest mortgage firm, after sibling Fannie
Mae, would have surpassed its $724 billion portfolio cap if
its regulator, the Office of Federal Housing Enterprise
Oversight, had not relaxed the ceiling to allow both gov-
ernment-sponsored enterprises (GSEs) to purchase more
mortgages. FNMA and FHLMC portfolio ceilings have
been increased to $735 billion.

FNMA’s portfolio dropped to $728.9 billion from $729.8
billion during the same period, giving the GSE a $6 billion
liquidity leverage to purchase mortgages.

PUBLIC HOUSING

Skepticism Reigns Over HUD Intentions

A two-month HUD organized public housing policy
brainstorming initiative ends with the public housing indus-
try wondering if the exercise was little more than a charade
for the benefit of lawmakers.

Advocates wonder if the results of the 13 focus groups
involving about 300 people from a cross-section of public
housing responsibilities and concluding with 12 reports
consisting of 189 pages and about 300 recommendations
for a smoother transition to asset management of public
housing properties will end up on a shelf gathering dust.

Insiders tell HAL advocates have a reason to be con-
cerned, considering HUD’s track record of deception, par-
ticularly over the formulation and implementation of the
new operating fund formula.

The concern runs so deep, it prompted the Public Hous-
ing Authorities Directors Assn. (PHADA) to send HUD
Asst. Secy. for Public & Indian Housing Orlando Cabrera a
two-page letter expressing such concerns.

In one instance, PHADA questions HUD’s intentions to
respond to the recommendations and specifically asks
Cabrera to ensure responses to each of the recommenda-
tions within 60 days.

Public Housing Policy Criticized

Maryland: The Baltimore Housing Authority (BHA) has
done little to replace public housing units it has demolished
over the last 15 years, says a critical report from the Abell
Foundation.

The number of occupied public housing units has
dropped 42% in the past 15 years—from 16,525 to 9,625—
with virtually no plans to replace the deteriorated units be-
ing razed or sold, says the foundation, created by Balti-
more’s Abell family, which once owned the Baltimore Sun,
the city’s only surviving daily newspaper.

The report, The Dismantling of Baltimore’s Public Hous-
ing, accuses BHA of putting its financial resources into
demolition, with intention to raze 2,400 more units from its
inventory.

BHA plans to spend almost twice as much on demolition,
$24 million, as it will spend on redevelopment, $14 million,
in 2007 and 2008, the report says.

A BHA response points to diminishing federal subsidies
and the challenge it poses to public housing agencies, say-
ing its subsidies have dropped 33% from 1999 to 2006.

BHA has been emerging from a long federal court battle,
where it had been accused of concentrating public housing
in Baltimore’s inner city, consequently promoting racial
segregation.

The fight placed BHA in a no-win position, forced to raze
deteriorated public housing starved financially by cuts in
spending for renovation, and forced on the other hand to
find Sec. 8 housing in a city already short of affordable
housing and suburbs unwilling to accept housing vouchers.

The report doesn’t address the court battle, other than to
recommend that the state pass a fair-housing law requiring
landlords to accept Sec. 8 vouchers.

HUD Gets Control Of PHA

Florida: Miami/Dade County commissioners capitulate
after a several-month fight, giving HUD control of the Mi-
ami/Dade Housing Authority (MDHA).

The deal approved by commissioners must be approved
by HUD and the Justice Dept. It would give HUD control
of day-to-day operations for nine months. Miami/Dade
would not regain control until the government develops a
solid plan for future MDHA operation.

HUD moved to take control of MDHA after disclosures
the housing agency mismanaged millions of dollars of con-
tracts with developers.

Miami/Dade Mayor Carlos Alvarez, who threatened to
fight the takeover in federal court, concedes the plan is the
only solution. Without it, he says, HUD could control
MDHA indefinitely.

Unauthorized Reproduction Prohibited. Copyright 2007 « 8204 Fenton St., Silver Spring, MD 20910 « 30 1/588-6380 « www.capublications.com
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Atlanta Tightens Work Rule

Georgia: Atlanta Housing Authority (AHA) officials in-
sist about 20 families holding eviction orders are being
ousted for failure to pay their rent.

The tenants insist they’re being kicked out for failure to
comply with AHA work rules.

AHA contends a judge ruled the tenants failed to pay
their rent, with families up to four months delinquent. The
ruling, AHA says, gives the public housing authority the
justification to evict.

The Quality Housing & Work Responsibility Act of 1998
(QHWRA) requires able public housing tenants to work at
least 30 hours a week or attend school. Elderly and disabled
tenants are exempt.

HUD ignored the law for about four years but began en-
forcing it in 2004

present vouchers, says a new study by the Center on Budget
& Policy Priorities (CBPP).

The liberal think tank says the House passed HUD ap-
propriations bill, HR 3074, would add the 55,000 losses to
the 150,000 vouchers lost in the FY 2004-FY 2006 funding
cycles because of cuts.

CBPP says the HR 3074 and Senate proposals are an im-
provement over President Bush’s budget request but still
fall short of needs. The administration proposal would fail
to renew 80,000 vouchers.

Money Released For Public Housing

California: San Francisco officials release $3.5 million to
Mayor Gavin Newsom (D) to help rebuild eight deteriorat-
ing public housing complexes in the southeast part of the
city.

The money is released following the departure of San
Francisco Housing Authority (SFHA) executive director
Greg Fortner. Newsom names City Administrator Ed Lee to
head the transition team seeking a replacement for Fortner,
the longest serving SFHA director in two decades who was
pushed by Newsom to resign.

Newsom’s plan, dubbed Hope SF, would rebuild 2,500
public housing units under SFHA authority. But city offi-
cials withhold $1.5 million more, telling Newsom to de-
velop a more substantial plan before they will release the
balance.

The $5 million is part of Newsom’s FY 2007-2008
budget, designed to serve as a downpayment on $95 million
in bonds the city would float to rebuild two developments.

Of the initial $3.5 million, $1.5 million will be used to
redevelop one of the complexes, Hunters View, while $2
million will go toward immediate repairs to units across the
city, including 210 boarded-up apartments so they can be
reopened.

)ti‘inal Fair Market Rent Schedule

HUD issues it final list of fair-market rent levels effective
Oct. 1. The rents are used to determine payment standard
amounts for the Sec. 8 housing voucher program as well as
determine initial renewal rents for some expiring project-
based Sec. 8 contracts and initial rents for housing assis-
tance payment (HAP) contracts.

In addition, the FMRs serve as a rent ceiling for the
HOME rental assistance program.

Info: www.cdpublications.com/docs/4200

ASSISTED HOUSING

Sec. 8 Faces Loss Of 55,000 Vouchers

Proposed FY 2008 appropriations for HUD’s Sec. 8
housing voucher program would shortchange 55,000

HUD Wants Return Of HOME Money

Illinois: HUD tells Cook County officials to return at
least $115,000 in non-federal money to its own HOME In-
vestment Partnerships Program and to initiate controls to
save an additional $153,000 in what the HUD inspector
general considers improper use of program.

The county, in turn, is in the early stages of making im-
provements to ensure proper program procedures are fol-
lowed.

Inspectors audited the flow of county HOME money to
residents living in two projects, both of which were receiv-
ing housing rehabilitation assistance for owner-occupied,
single-family residences.

The audit found the county provided more than $100,000
improperly for two projects that HUD claims did not qual-
ify as affordable housing. Also, the county lacked docu-
mentation to show how it had spent $550,000 in nine eligi-
ble HOME projects.

HUD says Cook County should reimburse the HOME
program for the $100,000 and an additional $15,000 it says
the county used to cover excessive product delivery costs.

HUD urges the county to implement proper controls in an
attempt to prevent the $153,000 due the HOME program
from being used in the next year. That number is based on
an estimated annual improper use of HOME money, the re-
port explains.

Unauthorized Reproduction Prohibited. Copyright © 2007+ 8204 Fenton St., Silver Spring, MD 20910 » www.cdpublications.com



hefore healin

FORECAST: California Realtors see |
median price and sales drop in 2008 i
— but L.A. County is “holding on.”

By Gregory J. Wilcox
STAFF WRITER

California’s median home price will fall for the
first time in 12 years during 2008, but the
months-long steep decline in sales should stabilize,
according to a forecast released Wednesday.

Meanwhile, the same forces that are roiling the
housing sector ~— tighter credit standards, affordabii-
ity concerns and the stare-down between buyers and
sellers ~ will remain in play in 2008, the California
Association of Realtors said.

The association expects the statewide median
price to fall 4 percent to $553,000 in 2008 from a
projected $576,000 for this year.

That would be first time the median price fell on
an annual basis since a 0.5 percent drop in 1896
and the biggest decline since a 4.5 percent slide in
1993.

The modest median price drops have now become
common in many markets.

The last time the sales level fell below this year’s
estimate was in 1995, when sales totaled 342,540

units.

And sales last fell below the next year’s forecast in
1985, with 328,270 units.

$576,000

The projected median home price for 2007

$553,000

What the California Association of Realtors expecis the
state median price 10 be in 2008 afler faling 4 percent,
complsting the first annual median price drop since 1996

“Now is not the time for homeowners to test the
waters;only serious sellers should put their homes on
the market in what will continue 10 be & challenging
sales environment,” association president Colleen

Badagliacco said.

She also said that sales
could deeline more sieeply
in 2008 if the lguidiyy
crunch in the mortgage mar-
kets lasts longer than
expecied or if interest rates
spike.

Price and sales declines

) will vary among markets,
sald Leslie Appleton-Young, the association’s vice
president and chief economist.

Here’s 2 look at where prices were in August:

# In Los Angeles County the median price reached

an all-time high of $605,300 in August.

®In Ventura County the median peaked at
$710,910 in  August 2006 and declined
5.87 percent 10 $699,870 this August.

8 In the High Desert, which includes the Ante-
lope Valley, the median peaked at $334,860 in
August 2005, and fell 14.2 percent to $287,300
this August.

More affordable regions, such as the Central
Valley and Inland Empire, will experience
greater softness in the resale market because
lots of new homes came onto the market in
recent years. :

“Higher:priced regions of the state, such as the
San Francisco Bay Area and parts of San Diego,
Los Angeles and Orange counties will react maore
to affordability constraints,” she said.

And the highest-priced markets will show less
strain. E

Jack Kyser, vice president and chief economist
at the Los Angeles County Economic Develop-
ment Corp., said that the county is a collection of
many markets that will produce a variety of sales
and price patterns.

“(Qveran) 1.A. County is holding on. The econ-
omy is not doing that badly,” he said.

greg.wilcox@dailynews.com
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wake of Hurricane Katrina in 2005. Completed earlier this transition and is expected to be a model for the Bush ad-
year, the locator combines federal housing resources with ministration effort to replace public housing with direct
those of several commercial apartment locators and housing monetary rental assistance.

Websites.

Homeowners would receive immediate foreclosure relief.

Once the president declares a disaster, HUD would issue a HOUSING FOR DISABLED

90-day moratorium on foreclosure and forbearance on fore-

closures of FHA-insured home mortgages. HIV Housing Aid For 31 Programs

HUD’s Sec. 203(h) program would provide FHA insur- HUD distributes $32.1 million to 31 AIDS program in 21
ance to disaster victims who have lost their homes and face states to provide HIV/AIDS victims with three years of
rebuilding or buying another home. Borrowers are eligible permanent supportive housing.
for 100% financing, including closing costs. The funding is part of HUD’s Housing Opportunities for

Info: HUD, 202/708-0980. Persons With Aids (HOPWA), with $27.3 million targeting

‘ projects and $4.8 million focused on four new housing pro-
grams.
LOW-INCOME HOUSING Combined the 31 programs are expected to leverage an
. additional $41.8 million from other public and private

Sec. 8 Policy Reversal Mulled SOUrces.

Ilinois: Champaign city council members will vote next Info: 202/708-0685

week on a proposal to scrap a provision in city law requir-
ing landlords to accept Sec. 8 housing voucher recipients.

Some council members contend the provision in the M"..ITARY HOUSING

city’s human rights ordinance banning discrimination

against Sec. 8 voucher holders places an undue burden on Army Push On Hﬁusing

landlords. Realizing they must upgrade family facilities if soldiers
In March 2006, the council adopted the ban by defining intend to make a career in the military, Army leaders unveil

Sec. 8 vouchers a “source of income.” The ordinance pro- a $44 billion spending plan for facility upgrades.

hibits discrimination based on source of income. At least $10.5 billion will be spent on housing through
Federal law does not require landlords to accept Sec. 8 2011.

tenants. But some local governments have enacted the re- In addition, the Army is spending $836.5 million of FY

quirement. _ 2007 money for housing under a plan leveraging the money
A preliminary poll of council members shows the panel into a $10.1 billion investment through private-sector part-

voting 6-3 in favor of a ban reversal. nerships.

The surge in housing is in anticipation of 70,000 new

PU BL'C HOUSI NG soldiers added to Army ranks soon.

HUD Ensures Enough Sec. 8 Aid OUTLOOK

California: With assurance from HUD that San Diego
will receive sufficient Sec. 8 vouchers to help pay rents of Steeper Drop In Home Sales Seen
more than 1,350 families now living in public housing, of-
ficials bring the city’s federally-financed public housing
program to an end (HAL, 9/28p2).

As a result of the move, the San Diego Housing Commis-
sion becomes the fourth such agency in the country to sever
federal ties over public housing. Requests from two other
agencies are under HUD review.

The move allows San Diego, which owns all of its public
housing free of debt, to borrow against the properties to
build or purchase additional affordable housing in partner-
ship with developers.

The city becomes the largest housing agency to make the

Despite a new projection showing a dramatic drop in ex-
isting home sales this year, the Nat’l Assn. of Realtors
(NAR) sticks with its upbeat forecast of a better year in
2008.

NAR estimates in its revised forecast that existing home
sales will drop 10.8% this year compared with 2006, a shift
from the trade group’s 0.6% forecast last February.

Sales of new homes are expected to fall 23%, the lowest
level in 10 years, NAR says.

NAR’s October report shows 5.78 million existing-home
sales this year, down from 6.48 million in 2006. The

Unauthorized Reproduction Prohibited. Copyright 2007 « 8204 Fenton St., Silver Spring, MD 20910 » 301/588-6380 « www.cdpublications.com
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ASSISTED HOUSING DIVISION [__\‘

Carlos Jackson 12131 Telegraph Rood * Sonta Fe Springs, CA 90670 C

Executive Director Tel: 562.347.4663 » TDD: 562.906.4928

October 17, 2007

Ms. K.J. Brockington, Director /%/[

Office of Public Housing 0}#

U.S. Department of Housing //0
And Urban Development /y

Los Angeles Field Office, Region IX

Ny
611 West 6" Street, Suite 1040 %

Los Angeles, CA 90017- 3101
RE: THE FAMILY SELF-SUFFICIENCY (FSS) PROGRAM

Dear Ms. Brockington:

The Family Self-Sufficiency (FSS) program is a HUD initiative intended to promote the development of
local strategies to enable families both in public housing and the Housing Choice Voucher Program to
achieve economic independence and self-sufficiency.

This report has previously been provided to the Housing Authority of the County of Los Angeles
Housing Commissioners on a monthly basis. This report is now being provided to the HUD local field
office and the Los Angeles County Board of Supervisors to keep all concerned parties abreast of the

continuous efforts and accomplishments associated with this worthwhile program as part of the
Corrective Action Plan.

FSS Program Update for September

« The Family Self Sufficiency staff continued its ongoing recruitment efforts, with a total of 10
new applicants, all of whom were eligible for the Family Self Sufficiency Program.

» The FSS Program currently has 371 active FSS participants and 175 have Escrow balances.
« Prepared 9 Contracts of Participation for a potential FSS participant.

« Enrolled 7 new participants in the FSS program.

« FSS staff continued to attend on-going training in Section 8 and FSS, posting procedures to
better serve our participants.

e While attending Partnership/Marketing meetings at SASSFA and Hub Cities, WorkSource FSS
staff conducted program presentation to all assembled partnered agencies.

e &
HEW CENTURY

Strengthening Neighborhoods * Supporting Local Economies * Empowering Families * Promoting Individual Achievement
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Staff gave 7 Family Self Sufficiency mini-recruitment presentations and 1 Large Group
presentation.

Resource information on the WorkSource Network, Better Business Bureau information, Aduit

Education, and Job Fair information were disseminated during the recruitment efforts and case
management activities.

Staff referred 11 FSS applicants to WorkSource Centers resource for job search assistance
and 7 FSS participants for job search and resume writing and review assistance.

Staff issued 3 Credit Repair packets to FSS applicants and 7 packets to existing FSS
participants during the month of September.

Staff communicated with and assisted over 200 FSS participants with general Housing Choice
Voucher questions, issues and supportive services information.

Resource information for employment opportunities, budgeting, money saving tips and

homeownership workshops were disseminated to 6 FSS participants and applicants during
September appointments.

Staff referred 3 Section 8 tenants to Operation Hope Home Ownership Program per the
tenant’s request.

Staff referred 3 FSS participants to the CDC Home Ownership Program (HOP) per the
tenant’s request.

Staff held two Family Self Sufficiency Graduation Ceremonies during the month of September.

Staff received an additional two requests for Graduation from Program Participants.

Graduates

During
Choice

If you h

Singerely,

Assisted Fousing

ML:dt

C.

the month of September, there were two graduates from the Family Self Sufficiency’s Housing
Voucher Program. The total number of graduates to date is 178.

ave any further questions, please feel free to call me at (562) 347-4837.

Division

Board of Supervisors
Housing Commissioners




P
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To: Each Deputy

From: Carlos Jackson, Executiv

SUBJECT: ASSISTED HOUSING DIVISION REORGANIZATION

This memorandum provides you with information of recent management changes | have
made in the Assisted Housing Division, which oversees the Section 8 program. These
changes were made to further refine our efforts to improve the overall performance of

the program, and to assist us with the activities to be completed under the Corrective
Action Plan.

Margarita Lares — Acting Director, Assisted Housing Division

Pat Jones — Manager, Quality Assurance and Public Liaison Unit
Darlene Aikens — Acting Manager, Management Services

Fia Phillips — Manager, Program Operations Unit

Basia Bednarska — Assistant Manager, Contract Maintenance
Susan Cunningham — Assistant Manager, Lease Up/HQS

The new organization chart is attached. The contact person for the Public Liaison Unit

is now Diana Nicolaw. You may reach her at (562) 347-4850 (telephone number for
your use only).

CJ:DA
Memos/Deputy Reorganization 2007

Attachment
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Housing Authority - County of Los Angeles

October 17, 2007

,ﬁéﬁ
gon

To: Michael D. Antonovich
Supervisor, 5™ District

Attention:  Norm Hickling, Senior Deputy
Paul Novak, Planning Deputy

From: Carlos Jackson, Executive Dinect

SUBJECT: SECTION 8 ANTELOPE VALLEY ACTIVITY REPORT

Attached is the Antelope Valley activity report for September 2007 for distribution to
Lancaster and Palmdale. Please note that there was a delay in submitting this month's report
due to a minor system adjustment made to improve data reporting. The next report is
scheduled for Tuesday, November 13, 2007, which will reflect data for October 2007. If you
have any further questions, please contact me at (323) 890-7400.

CJ:AR:dt
September 2007 AV report-a-cj.ar

Attachment



Housing Authority of the County of Los Angeles
Antelope Valley Section 8 Activity Report - Fiscal Year 2008
Report Year: JULY 2007 - JUNE 2008 Report Period: September 1 - 30, 2007

LANCASTER | PALMDALE *OTHER AV TOTALS | SFS TOTAL
U¢ YTD |Period] YTD |Period| YTD |Period| YTD [Period| YTD |Per
rtal Contracts n/al 1999 n/a | 1079 nfa 74 nfa| 3152 n/a {155
aw Contracts 285 | 124 156 70 8 6 459 | 200 g66 | 2
3t Transfers/Moves 4 5 Q) 3 n 0 2 (2) 2)
ose Out Contracts (126) | (49) (81) | (33) (4} M| @11y (83)| (648) | (2¢

wsing Contracis represent the number of assisted households. New Contracts represent new househoids to the program. Net Transfers/Moves represent existing

useholds that have relocated fo another area within the County’'s jurisdiction. Close Qut Contracts include voluntary and involuntary terminations, and moves of
sisted households out of the County’s jurisdiction.

>ntract Total 2069 1119 79 3267 154
DUSIN INSPECTIONS YTD |Period| YTD |Period] YTD |Period| YTD |Period] YTD |Pen
spections Conducted 743 | 180 276 | 170 23 10} 1042 | 380§ 7380 21
spections Passed 388 99 174 | 115 10 3 572 | 217 | 4263 11
spections Failed 223 81 52 27 7 4 282 92] 2243 6
:nding Results/inconclusive 132 20 50 28 8 3 188 51 8741 2

wsing quality inspections assess the physical condition of the subsidized property, including initial, annual, and re-inspection activity. Housing quality inspections as
t conducted by Fraud Investigators.

wner Non-Compliance/Abatement | o] 2] 5] 4] o] o] 5] 3]
atement Is the withholding of payment to the owner for continued owner-refated housing qualify standards viclations at the property.

53 |

RAUD HC LSS 2| YTD |Period] YTD |(Period| YTD |[Period] YTD |Period| YTD |Per
alls Received 45 2 28 15 0 0 73 17 75
-Referred For Investigation 21 1 16 8 0 0 37 9 36
-Dismissed 24 1 12 7 0 0 36 8 45
VESTIGATIONS YTD |Period| YTD |Period] YTD |Period] YTD |Period] YTD |Peri
vestigations Opened 101 25 88 24 0 0 189 49 149
-Unfounded 9 1 4 3 0 0 13 4 13
-Counseled 4 1 11 8 0 0 15 9 25
-Referred For Termination 29 8 51 8 0 0 80 14 33
-Pending Results 59 17 22 5 0 0 81 22 55
aud Investigations are conducted by Housing Authority Investigafors.
THER INVESTIGATIONSE 1 S8 YTD |Period| YTD |Period| YTD |Period| YTD |Period| YTD |Pen
iministrative Reviews Opened 0 1Y) 3 0 0 0 3 0 31
-Referred For Investigation 0 0 0 0 o 0 0 0 0
-Referred For Termination 0 0 0 0 0 0 0 0 4

'ministrative Reviews are program violation investigations conducted by administrative Analysts, and can resuit in terminations. Referrals come from staff, the

-ard of Supeivisors, and HUD. Cases are referred for Fraud Investigation as needed, pubil
aff Referrals 0 0 0 0 0 0 0 0 15
38 Inspector Referrals 0 0 0 0 0 0 0 0 0
ZRMINATION APP| IEARING! | YTD |Period| YTD |Period| YTD |Period] YTD |Period] YTD |Per
2arings Requested 13 8 20 0 1 1 34 9 40
2arings To Be Scheduled 0 0 0 0 0 0 0 0 0
2arings Held 12 3 18 7 1 1 31 11 26
:nding Results From Hearing Officer 3 3 8 8 1 1 10 10 0
srminations Overturned By Hearing Officer 2 0 1 1 0 0 3 1 5

sisted households can appeal the decision to terminate assistance and have their case heard before a
ud, administrative, and any other program refated hearings. Not all terminations are appeaied.

YTD |Period] YTD |[Period| YTD |Period{ YTD {Period] YTD |Per
aud/Program Violation Terminations 17 6 28 14 0 0 45 20 26
Other areas in Antelope Valley include Acton, Lake Los Angeles, Leona Valley, Little Rock, Llano, Pearblossom, and Quartz Hill,

coniracted Hearing Officer. Termination Appeals represent
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Housing Authority - County of Los Angeles

October 17, 2007

To: Each Supervisor

From: Carlos Jackson, Executi

SUBJECT: MONTHLY PROGRESS REPORT
HOUSING PROGRAM

HE SECTION 8

On March 13, 2007, your Board instructed me to report monthly on our progress to
remove the Section 8 program from its “troubled” status, as rated by HUD’s Section
Eight Management Assessment Program (SEMAP). This report covers the period of
September 18, 2007 — October 17, 2007 and provides information on the following:

e« Corrective Action Plan (CAP) for FY 2005-2006 approved by your Board on
August 21, 2007,

e  HUD Advisor (The Nelrod Company)

¢« Current performance status

e  Yardi System

o  Office of Inspector General (OIG) audit
SEMAP

As I reported to your Board on August 21, 2007, we anticipate earning at least 90
points out of the possible 145 SEMAP points to receive a standard rating for FY
2006-2007. This is based on our self-assessment of SEMAP indicators 1 through 8,
which was completed and submitted to HUD on August 6, 2007, and HUD’s score
from the online reporting system for June 30, 2007, on indicators 9 through 14. As
indicated to your Board on August 28, 2007, the Section 8 program would be
removed from “troubled” status only if HACoLA receives a SEMAP score of at least
87 points for FY 2006-2007 and completes the tasks listed in the executed CAP.

CAP

The second group of CAP items was submitted to HUD today, October 17, 2007,
which reflects performance objectives completed through September 30, 2007.

The CAP requires that you receive formal training on the Housing Choice Voucher
Program (Section 8). The Division has completed the procurement process to
secure this training and certification. We are in the process of executing an
Agreement with a training vendor that will accommodate your respective schedules.
The Division will coordinate the training through your staff later this month as




Each Supervisor
October 17, 2007
Page 2

training must be completed by November 12, 2007, in order to meet the CAP
deadline.

The final CAP submission to HUD will be on November 17, 2007 and will cover all
remaining performance objectives. (See Attachment A)

HUD Advisor On-Site

At the time of last month’s report the HUD Advisor, the Nelrod Company, had
recently arrived on site. In addition to completing the tasks outlined in HUD’s task
list, Nelrod will also provide assistance in the following areas:

Determination of Adjusted Income Performance
Lease-up

SEMAP Documentation for FY 07-08

Effective YARDI Implementation

Annual Re-examinations

Enforcement of Housing Quality Standards
Housing Quality Standards Annual Inspections

Nk W=

The Nelrod Company is reviewing our SEMAP to assist us in preparing for the
upcoming on-site HUD confirmatory review. They have provided positive feedback
on streamlining the annual reexamination process; recommendations on additional
quality control measures that can be implemented; and alternative methods of
documenting and tracking SEMAP performance.

FY 2007-2008 Performance Status

The following is the current performance status on the three most critical indicators
for FY 2007-2008:

Annual Reexaminations (SEMAP Indicator #9) — We have completed 98.8% of the
annual reexaminations that are due through October 1, 2007.

Annual Inspections (SEMAP Indicator #12) — We have completed 99.7% of the
annual inspections that are due through October 1, 2007.

Lease-Up (SEMAP Indicator #13) - Our current lease-up rate is 91.2%,
representing 18,896 assisted families throughout the County. We have 1,680
pending new contracts; 942 voucher holders are seeking housing; and we are
concentrating on processing an additional 2,720 applications with the goal of turn-
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ing these into new contracts. Due to our continuing lease-up efforts, we remain on
target to reach 95% lease-up by December 31, 2007.

Yardi System Implementation

On September 24, 2007, one week ahead of schedule, Phase I of the Yardi System
implementation was completed. Implementing Phase I is a major accomplishment.
Work has begun on Phase II, which is estimated to go live in April 2008.

Office of Inspector General Audit

HACoLA recently received a schedule of deficiencies, an explanation of the
deficiencies and supporting documentation from the HUD Office of the Inspector
General (OIG) audit of annual re-examination and tenant eligibility that has been
underway throughout the past year. A total of 26 tenant files were reviewed by OIG.
Staff has been instructed to correct all cited errors immediately. HACoLA will advise
OIG of the corrective steps taken by October 23, 2007 via letter. OIG has informed

HACoLA that its response will be included in the final audit report that will be
issued in early November.

CJ:ML
Attachment

c: William T Fujioka, Chief Executive Officer

Sachi A. Hamali, Executive Officer/Clerk of the Board of Supervisors
Each Deputy

Los Angeles County Housing Commissioners




Corrective Action Plan

The process for closure of the CAP items is to prepare the back-up materials
to support compliance with the particular issue, and, either send it or, if too
voluminous, make sure that it is available to the HUD staff for review. HUD
staff will review the submission and after all of the information is received, a
confirmatory on-site conference will take place. At that time, a final decision

will be made on closure of the issue.

CORRECTIVE ACTION PLAN TIMELINE

Management Area or Indicator Submittal | Submittal | Submittal
Date Date Date

9/17/07 10/17/07 11/17/07

Governance » \

Organization and Staffing N

Finance \

Procurement v ‘

MIS N

Program Management N

Indicator 1 — Selection from the Waiting List N

Indicator 2 — Rent Reasonableness B

Indicator 3 — Determination of Adjusted Income v

Indicator 4 — Utility Allowance Schedule Y

Indicator 5 — HQS Quality Control Inspections y

Indicator 6 — HQS Enforcement +

Indicator 7 — Expanding Housing Opportunities v

Indicator 8 — Payment Standards v

Indicator 9 — Annual Reexaminations v

Indicator 10 — Correct Tenant Rent Calculations N

Indicator 11 — Pre-contract Housing Quality \J

Standards (HQS) Inspections

Indicator 12 — Annual Housing Quality v

Standards Inspections

Indicator 13 — Lease-up v

Indicator 14 — Family Self-Sufficiency (FSS) \
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Carlos Jackson
Executive Direcfor

October 24, 2007

Honorable Housing Commissioners

Housing Authority of the County of Los Angeles
2 Coral Circle

Monterey Park, California 91755

Dear Commissioners:

CONCURRENCE OF THE BOARD OF SUPERVISORS/COMMISSIONERS ACTION
FOR THE HEALTH PLAN CHANGES (ALL DISTRICTS)

IT IS RECOMMENDED THAT YOUR COMMISSION:

1. Concur with the Board of Commissioners approval authorizing the
Executive Director to approve the proposed premium rates for group
medical plans provided by Blue Cross of California Health Maintenance
Organization (HMO) and Preferred Provider Option (PPO) and Kaiser
Health Plan (Kaiser), to be effective January 1, 2008.

2. Concur with the Board of Commissioners approval of the Housing
Authority's share of the combined payment for the employer-paid subsidy
for the 2008 calendar year, with Blue Cross HMO and PPO, and Kaiser, at
a total estimated cost of $460,000.

3. Concur with the Board of Commissioners authorization for the Housing
Authority to fund all health plan costs using funds included in the approved
Fiscal Year 2007-2008 budget, and funds to be approved through the
annual budget process for Fiscal Year 2008-2009, as needed.

PURPOSE/JUSTIFICATION OF THE RECOMMENDED ACTION:

The purpose of this action is to provide employees, during the 2008 calendar year,
affordable health coverage that is comparable with plans offered to County employees.
The current plans end on December 31, 2007.

Strengthening Neighborhoods © Supporting Local Economies © Empowering Families * Promoting Individual Achievement ~ HEW
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FISCAL IMPACT/FINANCING:

For 2008, the minimum contribution under the Flexible Benefit Plan will increase to $855
per month and to $597 per month under the Optional Benefit Plan, at an additional cost
of $145,000. On October 11, 2005, the Executive Director was authorized to increase
these contributions provided the amounts do not exceed the contributions for County
employees.

The employer-paid subsidy is estimated at $460,000 for January 1, 2008 through
December 31, 2008.

The current Fiscal Year 2007-2008 budgets of the Housing Authority and Commission
include funds for the proposed health plan changes through June 30, 2008. The next
annual budget process will include funding for the remaining costs.

The Board of Commissioners of the Housing Authority and the Housing Commissioners
must approve the plan changes because Housing Authority funds will be used to pay a

portion of the benefits for Commission personnel performing Housing Authority
functions.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

Currently, employees covered by the Flexible Benefit Plan receive a Commission
contribution expressed as a percentage of salary, but not less than a minimum “floor”
contribution of $830 per month. Employees covered by the Optional Benefit Plan
receive $572 per month. For 2008, the minimum contribution under the Flexible Benefit
Plan will increase to $855 per month and to $597 per month under the Optional Benefit
Plan, at an additional cost of $145,000. On October 11, 2005, the Board of
Commissioners delegated authority to the Executive Director to increase these
contributions provided these amounts do not exceed the contributions provided to
County employees. On September 11, 2007, the County approved an increase in
contributions for 2008 of $987 and $735 under the MegaFlex and Flexible Benefit Plans,
respectively.

Employees are currently provided with Blue Cross HMO, Blue Cross PPO, and Kaiser
as employee medical plan options. During the month of September, the Commission’s
group insurance broker, Alliant Insurance Services, and the Commission evaluated
these plans and the required cost increase for 2008.
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Negotiations with Blue Cross resulted in a premium increase averaging 9.5%. Kaiser is
requiring an increase of 19.5%. This premium adjustment is far greater than Kaiser’s
Southern California average of 9.1%. Kaiser did not provide clear supporting data to
substantiate the adjustment for 2008, and was unwilling to entertain negotiations.
Approximately 56% of Commission employees who are enrolled in this Plan will be
impacted by this substantial increase. As a result of Kaiser's unwillingness to negotiate
renewal rates, the Commission will review its continuing relationship with Kaiser for
future policy years.

In an effort to assist employees with paying for medical insurance coverage, the
Commission will continue to provide an employer-paid subsidy. This amount totaling
approximately $460,000 plus the amount contributed by each employee will fund the
total cost of medical insurance for 2008.

The new monthly contribution for each medical plan is provided in Attachment A.
There will be no changes to the dental, vision, life and disability programs for 2008.

The Chief Executive Office and County Counsel have reviewed this letter. This letter
was filed concurrently with the Board of Commissioners. The annual open enroliment
period allowing Commission employees to enroll in their health plans for 2008 will begin
on October 29, 2007. Commission employees must have at least a two-week period to
enroll, so that new enroliment details can be submitted to the health plan providers
during the month of November. Any delays will prevent the Commission from meeting
the enrollment deadlines and contractual agreements with the health plan providers,
which are due to expire on December 31, 2007.

ENVIRONMENTAL DOCUMENTATION:

This action is exempt from the provisions of the National Environmental Policy Act
pursuant to 24 Code of Federal Regulations, Part 58, Section 58.34 (a)(3) because it
involves administrative activities that will not have a physical impact on or result in any
physical changes to the environment. The action is not subject to the provisions of the
California Environmental Quality Act (CEQA) pursuant to State CEQA Guidelines
15060(c)(3) and 15378, because it is not defined as a project under CEQA and does not
have the potential for causing a significant effect on the environment.
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IMPACT ON CURRENT PROGRAM:

The recommended actions are consistent with the principle of promoting the well being
of Commission employees and their families by offering comprehensive employee
benefits.

Respectfully submitted,

CARLOS JACKSON

Executive Director

Attachment



Monthly Employee Contribution for 2008*

Blue Cross HMO

Attachment A

Employee Only $275
Employee + One $548
Family $680
Blue Cross PPO
Employee Only $406
Employee + One $988
Family $1,322
Kaiser
Employee Only $345
Employee + One $636
Family $776

*Monthly employee contribution is the employee cost after the subsidy is applied to the

actual plan cost.
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October 24, 2007

Honorable Housing Commissioners

Housing Authority of the County of Los Angeles
2 Coral Circle

Monterey Park, California 91755

Dear Commissioners:
ADOPT RESOLUTIONS APPROVING ISSUANCE OF MULTIFAMILY HOUSING
MORTGAGE REVENUE BONDS FOR MULTIFAMILY HOUSING IN
UNINCORPORATED COVINA (4)

IT IS RECOMMENDED THAT YOUR COMMISSION:

1. Recommend that the Board of Commissioners find that acting as the
Responsible Agency pursuant to the California Environmental Quality
Act (CEQA), certify that the Housing Authority has considered the
determination made by the County of Los Angeles as Lead Agency,
and find that the project will not cause a significant effect on the
environment.

2. Recommend that the Board of Commissioners adopt and instruct the
Chairman to sign a Resolution, provided as Attachment B, as required
under Treasury Regulations, declaring an intent by Arrow Plaza KBS,
L.P. (the Developer), a California Limited Partnership, to undertake
bond financing in an amount not exceeding $8,000,000, for the
acquisition and rehabilitation of Arrow Plaza, a 64-unit multifamily
rental housing development located at 20644 East Arrow Highway in
unincorporated Covina, and ratifying the inducement resolution
previously adopted by California Municipal Finance Authority (CMFA),
attached as Exhibit 1 to Attachment B.

3. Recommend that the Board of Commissioners authorize the Executive
Director of the Housing Authority to submit an application to the
California Debt Limit Allocation Committee (CDLAC) for a private
activity bond allocation in an aggregate amount not exceeding
$8,000,000 for the purposes described herein.

Strengthening Neighborhoods ® Supporting Local Economies ® Empowering Families ¢ Promoting Individual Achievement ~ NEU L
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION:

The purpose of this action is to approve the issuance of Multifamily Housing Mortgage
Revenue Bonds in an aggregate amount not exceeding $8,000,000, and to authorize
the Executive Director of the Housing Authority to apply to CDLAC for a private activity
bond allocation in the same amount, in order to finance acquisition and rehabilitation of
64 units, which include 63 affordable multifamily rental housing units and one manager’s
unit that will have no affordability requirements.

FISCAL IMPACT/FINANCING:

No County costs will be incurred. The Developer will pay all fees and related costs.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

Arrow Plaza (the Project) is located at 20644 East Arrow Highway in unincorporated
Covina, and consists of 64 one-bedroom apartments, including one manager's unit.
The U.S. Department of Housing and Urban Development (HUD) currently provides
Project-Based Rental Assistance (PRBA) under its Section 8 Program to all Project
tenants, under a contract that expires on December 1, 2007. To receive PBRA, all
tenants must have household incomes that do not exceed 50% of the Area Median
Income (AMI). The Developer has requested a 20-year extension of the PBRA;
however, even if an extension is approved, the PBRA is subject to annual renewals by
HUD and may be cancelled in the future. There are no other affordability restrictions on

the Project, and the units may convert to higher market rents if HUD terminates the
PBRA.

However, the receipt of tax-exempt Bonds requires that the Project maintain affordability
for 55 years, whether or not the PBRA continues. The Bond funding will require rent
levels that are affordable for all tenants, with tenant incomes limited to 50% of AMI in
20% of the units (12 units) and 60% of AMI in the remaining units (51 units). The
manager's unit will have no affordability requirements.

Adoption of the Resolution by the Board of Supervisors approving issuance of the
bonds is required prior to submission of the Housing Authority’s application to CDLAC
for a private activity bond allocation. This action does not, however, authorize the
issuance and sale of the bonds. The Housing Authority will return to the Board of
Commissioners for this authorization at a later date.
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Adoption of the Resolution by the Board of Commissioners of the Housing Authority
announcing the intent to issue Multifamily Housing Mortgage Revenue Bonds is
required to establish a base date after which costs incurred by the Developer may be
included in the construction and permanent financing obtained pursuant to issuance of
the tax-exempt bonds. The Resolutions are also required to complete the Housing
Authority’s application to CDLAC.

On October 5, 2007, the Housing Authority conducted a hearing, at its office located at
2 Coral Circle in the City of Monterey Park, regarding the issuance of multifamily bonds
to finance the Project, pursuant to Section 147(f) of the Internal Revenue Code. No
comments were received at the public hearing concerning the issuance of the bonds or
nature and location of the Project.

The County has never been a member of California Municipal Finance Authority
(CMFA) and does not intend to join CMFA, therefore, the Housing Authority approval,
ratification and confirmation of the inducement resolution previously adopted by CMFA
will integrate the CMFA resolutions into Housing Authority financing and establish the
relevant period for the Developer's reimbursement from the bonds. Specifically,
because the CMFA resolutions were adopted March 9, 2007, the Developer may be
permitted to look to an earlier date with respect to reimbursements for costs incurred or
amounts spent prior to the adoption of the Housing Authority resolutions.

The attached Resolutions were prepared by Hawkins Delafield and Wood, Housing
Authority Bond Counsel, and approved as to form by County Counsel.

ENVIRONMENTAL DOCUMENTATION:

Pursuant to 24 Code of Federal Regulation, Part 58, Section 58.35 (a)(3)(ii), this project
is excluded from the National Environmental Policy Act (NEPA), because it involves
activities that will not alter existing environmental conditions. The project is exempt
from the provisions of CEQA, pursuant to State CEQA Guidelines 15301, because it
involves negligible or no expansion of use beyond what currently exists and does not
have the potential for causing a significant effect on the environment.

IMPACT ON CURRENT PROJECT:

The proposed action is a necessary step to provide bond financing for the Project,
which will retain the supply of affordable multifamily housing in the County with long-
term affordability.
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Honorable Housing Commissioners
October 24, 2007
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Respectfully submitted,

Wt 4.

CARLOS JACKSON
Executive Director
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ATTACHMENT A

RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY OF
LOS ANGELES APPROVING THE ISSUANCE OF MULTIFAMILY HOUSING
REVENUE BONDS BY THE HOUSING AUTHORITY OF THE COUNTY OF
LOS ANGELES AND RELATED ACTIONS



RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY OF
LOS ANGELES APPROVING THE ISSUANCE OF MULTIFAMILY HOUSING
REVENUE BONDS BY THE HOUSING AUTHORITY OF THE COUNTY OF
LOS ANGELES AND RELATED ACTIONS

WHEREAS, the Housing Authority of the County of Los Angeles (the “Housing
Authority”) intends to adopt a plan of financing to sell and issue multifamily housing revenue
bonds in one or more series issued from time to time, and at no time to exceed $8,000,000 in
aggregate principal amount (the “Bonds”), in order to assist in financing the acquisition and
rehabilitation of several multifamily rental housing developments including 64 units located at
20644 East Arrow Highway in unincorporated Los Angeles County (the “Arrow Plaza Project”),
to be owned by Arrow Plaza KBS, LP a Cahforma limited partnership (or an affiliate or
assign); and : ,

WHEREAS, the California Municipal Finance Authority previously adopted a
resolution approving a plan of financing to sell and issue multifamily housing revenue bonds
with respect to the Arrow Plaza Project, which resolution is hereby acknowledged, confirmed,
ratified and incorporated by reference, except that such resolution erroneously referenced the
Arrow Plaza Project as being located within the City of Covina rather than in unincorporated
Covina,; and

WHEREAS, pursuant to Section 147(f) of the Internal Revenue Code of 1986, as
amended (the “Code”), the Bonds are required to be approved prior to their issuance by the
applicable elected representative of the governmental unit on whose behalf the bonds are
expected to be issued and by each governmental unit having jurisdiction over the area in which
any facility financed by such bonds is to be located, after a public hearing held following
reasonable public notice; and

WHEREAS, the interest on the Bonds may qualify for exclusion from gross
income under Section 103 of the Code only if the Bonds are approved in accordance with
Section 147(f) of the Code; and

WHEREAS, the Arrow Plaza Project is located wholly within the County of Los
Angeles, California (the “County”); and

WHEREAS, this Board of Supervisors of the County of Los Angeles (the “Board
of Supervisors”) is the elected legislative body of the County and is the applicable elected
representative of the Housing Authority required to approve the issuance of the Bonds within the
meaning of Section 147(f) of the Code; and

WHEREAS, pursuant to Section 147(f) of the Code, the Housing Authority has,
following notice duly given, held a public hearing regarding the issuance of the Bonds on
October 5, 2007, and now desires that the Board of Supervisors approve the issuance of the
Bonds; and

WHEREAS, this Board of Supervisors hereby finds and declares that this
Resolution 1s being adopted pursuant to the powers granted by law;
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NOW, THEREFORE, BE IT RESOLVED AS FOLLOWS:
1. The above recitals, and each of them, are true and correct.

2. This Board of Supervisors hereby approves the issuance of the Bonds by
the Housing Authority to finance costs of the Arrow Plaza Project. It is the purpose and intent of
this Board of Supervisors that this Resolution constitutes approval of the Arrow Plaza Project
and the plan of finance for the issuance of the Bonds for purposes of Section 147(f) of the Code.

3. The proper officers of the Housing Authority are hereby authorized and
directed to take whatever further action relating to the aforesaid financial assistance that may be
deemed reasonable and desirable; provided that the terms and conditions under which the Bonds
are to be issued and sold shall be approved by the Board of Commissioners of the Housing
Authority in the manner provided by law prior to the sale thereof.

4. The Executive Officer-Clerk of the Board of Supervisors or a deputy
thereof is directed to certify and deliver a copy of this Resolution to the Housing Authority.

S. This Resolution shall take effect immediately upon its adoption.
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PASSED AND ADOPTED by the Board of Supervisors of the County of Los

Angeles, State of California, this __ day of 2007, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:
[SEAL]
By:

Zev Yaroslavsky
Chairman, Board of Supervisors

ATTEST:

SACHI A. HAMAI
Executive Officer-Clerk
of the Board of Supervisors

By:

Deputy
APPROVED AS TO FORM:

RAYMOND G. FORTNER, JR.
County Counsel

a

//
By: ,ﬁ,’f.\m / x
[

Deputy | “ )
4 L

17839.2 031089 RES



EXHIBIT 1

A RESOLUTION OF THE CALIFORNIA MUNICIPAL FINANCE AUTHORITY
SETTING FORTH THE AUTHORITY’S OFFICIAL INTENT TO ISSUE REVENUE
BONDS TO FINANCE A PROJECT FOR ARROW PLAZA KBS, L.P.

AND RELATED ACTIONS



RESOLUTION NO. 07-16

A RESOLUTION OF THE CALIFORNIA MUNICIPAL FINANCE
AUTHORITY SETTING FORTH THE AUTHORITY'S OFFICIAL INTENT TO
ISSUE REVENUE BONDS TO FINANCE A PROJECT FOR
ARROW PLAZA KBS, L.P. AND RELATED ACTIONS

WHEREAS, the California Municipal Finance Authority (the “Authority”) is
authorized and empowered by Title 1, Division 7, Chapter 5 of the California Government Code
and Chapter 7 of Part 5 of Division 31 of the Health and Safety Code of the State of California
(collectively, the “Act”) to issue revenue bonds for the purpose of financing the acquisition,
construction, rehabilitation, improvement and equipping of multifamily housing projects within
the jurisdiction of the Authority for persons and families of low and very low income; and

WHEREAS, Arrow Plaza KBS, L.P., or an affiliate thereof (the “Borrower”) has
requested that the Authority consider the issuance and sale of tax-exempt revenue bonds (the
“Bonds”) pursuant to the Act for the purpose of lending the proceeds thereof to the Borrower to
finance the acquisition, rehabilitation, improvement and equipping of a 64-unit multifamily
rental senior housing project known as Arrow Plaza, to be located within the City of Covina (the

“City”), in the County of Los Angeles (the “County”) at 20644 E. Arrow Highway, and to be
owned and/or operated by the Borrower (the *“Project”); and :

WHEREAS, the Borrower has requested an expression of this Board’s willingness
to authorize the issuance of the Bonds at a future date when the Authority’s requirements and
conditions for the issuance of such Bonds have been satisfied; and :

issuance of the Bonds, provided certain conditions are met, for the purpose of financing costs of

WHEREAS, the Authority wishes to declare its intention to authjrize the
the Project, in an aggregate principal amount expected not to exceed $6,500,000.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the
Authority as follows: '

Section1.  The Board hereby finds and determines that the above recitals are
true and correct. ‘

Section 2. The Board finds and hereby determines that it is necessary and
desirable to provide financing for the Project and hereby expresses its official intent, at one time
or from time to time, to issue and sell the Bonds pursuant to the Act, subject to the conditions set

forth herein. This resolution does not bind the Authority to make any expenditure, incur any
indebtedness, or proceed with the financing of the Project.

Section 3. The Bonds will be payable solely from revenues to be received by
the Authority pursuant to a loan agreement or other agreements to be entered into with the
Borrower in connection with the Project. The issuance of the Bonds is subject to the following
conditions: (a) the Authority and the Borrower shall have first agreed to mutually acceptable
terms for the Bonds and of the sale and delivery thereof, and mutually acceptable terms and
conditions of the Bond indenture, loan agreement, lease agreement or other agreements éfnd other
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related documents for the financing of the Project; (b) all requisite governmental approvals for
the Bonds shall have been obtained, including the addition of the City or the County as a member
of the Authority and approval of the issuance of the Bonds by the applicable elected
representative of the City or the County pursuant to Section 147(f) of the Internal Revenue Code
of 1986, as amended (the “Code™) and Section 4 of the Agreement (hereinafter defined); and (c)

a resolution approving the financing documents to which the Authonty willbe a party shall have
been adopted by the Board.

Section4.  This resolution is a Declaration of Official Intent under U.S.
Treasury Regulations for purposes of Sections 103 and 141 to 150 of the Code. Based upon the
representations of the Borrower, the Authority reasonably expects that certain of the costs of the

Project will be reimbursed with the proceeds of the Bonds. The maximum principal amount of
the Bonds is expected to be $6,500,000.

Section 5. The officers of and financial advisors to the Authority afe hereby .
authorized and directed to take any and all actions as may be necessary or appropriate in
connection with submission of an application to the California Debt Limit Allocation Committee
for an allocation of the State’s private activity bond volume cap under Section 146 of the Code
and Section 8869.85 of the Government Code, if determined to be necessary, and compliance
with the requirements of Section 147(f) of the Code relating to public approval of the Bonds, and

any such actions heretofore taken by such officers and financial advisors are hereby: ratified,
approved and confirmed.

Section 6. Pursuant to Section 12 of the Joint Exercise of Powers Agreement
forming the Authority (the “Agreement™), the Authority hereby approves the addition of the City
as a member of the Authority, effective upon receipt by the Authority of an executed cojinterpart

of the Agreement, together with a copy of the resolution of the City Council apprdving the
Agreement and the execution and delivery thereof.

Section 7.  This Resolution shall take effect immediately upon its passage and
shall remain in force thereafter. '

PASSED AND ADOPTED by the California Municipal Finance Authority this
day of , 2007, as follows:

AYES:

NOES:

ABSTAIN:
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I, the undersigned, a duly vappomted and qualified Member of ‘the Foard of
Directors of the California Municipal Finance Authority, DO HEREBY CERTIFY that the
foregoing resolution was duly adopted by the Board of Directors of said Authority at a duly

calla mcctm% ff the Board of Directors of said Authority held in accordance with law on
2007.

\  Member of the d o
ornia Municip. ance Authority

ATTEST:

By /m[)b
Member of the Board

California Municipal Finance Authority
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ATTACHMENT B

RESOLUTION OF THE BOARD OF COMMISSIONERS OF THE HOUSING
AUTHORITY OF THE COUNTY OF LOS ANGELES DECLARING
ITS OFFICIAL INTENT TO UNDERTAKE
THE FINANCING OF A MULTIFAMILY HOUSING PROJECT
AND RELATED ACTIONS



RESOLUTION OF THE BOARD OF COMMISSIONERS OF THE HOUSING
AUTHORITY OF THE COUNTY OF LOS ANGELES DECLARING
ITS OFFICIAL INTENT TO UNDERTAKE
THE FINANCING OF A MULTIFAMILY HOUSING PROJECT
AND RELATED ACTIONS

WHEREAS, the Housing Authority of the County of Los Angeles (the “Housing
Authority”) is authorized and empowered by the provisions of Chapter 1 of Part 2 of Division 24
of the Health and Safety Code of the State of California (the “Act”) to issue and sell mortgage
revenue bonds for the purpose of making loans or otherwise providing funds to finance the
acquisition, construction, rehabilitation and development of multifamily residential rental

housing projects, including units for households meeting the income limits set forth in the Act;
and

WHEREAS, Arrow Plaza KBS, L.P., a California limited partnership or an
affiliate (the “Borrower”) has requested that the Housing Authority issue and sell its mortgage
revenue bonds pursuant to the Act to provide financing for the acquisition and rehabilitation of
several multifamily rental housing developments including the multifamily rental housing
development consisting of 64 units located at 20644 East Arrow Highway, in unincorporated Los
Angeles County (the “Arrow Plaza Project”); and

WHEREAS, the Board of Commissioners of the Housing Authority (the “Board™)
hereby finds and declares that it is necessary, essential and a public purpose for the Housing
Authority to finance multifamily housing projects pursuant to the Act, in order to increase the
supply of multifamily housing in Los Angeles County available to persons and families within
the income limitations established by the Act; and

WHEREAS, as an inducement to the Borrower to carry out the Arrow Plaza
Project, this Board desires to authorize the issuance of mortgage revenue bonds, in one or more
series from time to time, by the Housing Authority in a principal amount not to exceed
$8,000,000 which will relate to the Arrow Plaza Project; and

WHEREAS, the Housing Authority, in the course of assisting the Borrower in the
financing of the Arrow Plaza Project expects that the Borrower has paid or may pay certain
expenditures (the “Reimbursement Expenditures”) in connection with the Arrow Plaza Project
within 60 days prior to the adoption of that certain resolution previously adopted by the
California Municipal Finance Authority in connection with the Arrow Plaza Project (the “CMFA
Resolution”), which resolution is hereby acknowledged, confirmed, ratified and incorporated by
reference, except that such resolution erroneously referenced the Arrow Plaza Project as being
located within the City of Covina rather than in unincorporated Covina, and prior to the issuance
of indebtedness for the purpose of financing costs associated with the Arrow Plaza Project on a
long-term basis; and

WHEREAS, Treasury Regulations Sections 1.142-4 and Section 1.150-2 require

the Housing Authority to declare its reasonable official intent to reimburse prior expenditures for
the Arrow Plaza Project with proceeds of a subsequent borrowing; and
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WHEREAS, Section 146 of the Internal Revenue Code of 1986 limits the amount
of tax-exempt private activity bonds that may be issued in any calendar year by entities within a
state and authorizes the governor or the legislature of such state to provide the method of
allocation within the state; and

WHEREAS, Chapter 11.8 of Division 1 of Title 2 of the Government Code of the
State of California (the “Government Code”) governs the allocation of the state ceiling among
governmental units in the State of California having the authority to issue multifamily housing
mortgage revenue bonds; and

WHEREAS, Section 8869.85 of the Government Code requires a local agency to
file an application with the California Debt Limit Allocation Committee (“CDLAC”) prior to the
issuance of multifamily housing mortgage revenue bonds; and

WHEREAS, this Board hereby finds and declares that this resolution is being
adopted pursuant to the powers granted by the Act,

NOW, THEREFORE, BE IT RESOLVED AS FOLLOWS:
1. The above recitals, and each of them, are true and correct.

2. This Board hereby determines that it is necessary and desirable to provide
financing for the Arrow Plaza Project by the issuance and sale of mortgage revenue bonds
pursuant to the Act and hereby authorizes the issuance and sale of such bonds in one or more
series from time to time by the Housing Authority in an aggregate principal amount not to
exceed $8,000,000 (the “Bonds) which will relate to the Arrow Plaza Project. This action is
taken expressly for the purpose of inducing the Borrower to undertake the Arrow Plaza Project,
provided that nothing contained herein shall be construed to signify that the Arrow Plaza Project
comply with the planning, zoning, subdivision and building laws and ordinances applicable
thereto or to suggest that the Housing Authority or any officer, agent or employee of the Housing
Authority will grant any approval, consent or permit which may be required in connection with
the acquisition and construction of the Arrow Plaza Project or the issuance of the Bonds.

3. The issuance and sale of the Bonds shall be upon such terms and
conditions as may be agreed upon by the Housing Authority and the Borrower and the initial
purchasers of the Bonds; provided, however, that the Bonds shall not be sold or issued unless
specifically authorized by the subsequent resolution of this Board.

4. This Resolution is being adopted by the Board of Commissioners of the
Housing Authority for purposes of establishing compliance with the requirements of Treasury
Regulations Section 1.142-4 and Section 1.150-2. In that regard, the Housing Authority hereby
declares its official intent to use proceeds of indebtedness to reimburse the Reimbursement
Expenditures. Notwithstanding the foregoing, this Resolution does not bind the Housing
Authority to make any expenditure, incur any indebtedness, or proceed with the Arrow Plaza
Project.

5. The proper officers of the Housing Authority are hereby authorized and
directed to apply to the CDLAC for a private activity bond allocation for authorization for the

2
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Housing Authority to issue the Bonds, in part for the Arrow Plaza Project in an amount not to
exceed $8,000,000, and to collect from the Borrower an amount equal to one-half of one percent

(0.5%) of the requested allocation, and to certify to the CDLAC that such amount has been
placed on deposit in an account in a financial institution.

6. The proper officers of the Housing Authority are hereby authorized and
directed to take whatever further action relating to the aforesaid financial assistance that may be
deemed reasonable and desirable, provided that the terms and conditions under which the Bonds

are to be issued and sold shall be approved by this Board in the manner provided by law prior to
the sale thereof.

7. This Resolution shall take effect immediately upon its adoption.
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PASSED AND ADOPTED by the Board of Commissioners of the Housing

Authority of the County Of Los Angeles, State of California, this __ day of , 2007,
by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN
[SEAL]

By:

Zev Yaroslavsky
Chairman, Board of Commissioners

ATTEST:

SACHI A. HAMALI
Executive Officer-Clerk
of the Board of Commissioners

By:

Deputy
APPROVED AS TO FORM:

RAYMOND G. FORTNER, JR.
County Counsel

By: ./ on N
Deputy / /
S (54
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EXHIBIT 1

A RESOLUTION OF THE CALIFORNIA MUNICIPAL FINANCE AUTHORITY
SETTING FORTH THE AUTHORITY’S OFFICIAL INTENT TO ISSUE REVENUE
BONDS TO FINANCE A PROJECT FOR ARROW PLAZA KBS, L.P.

AND RELATED ACTIONS



RESOLUTION NO. 07-16

A RESOLUTION OF THE CALIFORNIA MUNICIPAL FINAN CE
AUTHORITY SETTING FORTH THE AUTHORITY'S OFFICIAL INTENT TO
ISSUE REVENUE BONDS TO FINANCE A PROJECT FOR
ARROW PLAZA KBS, L.P. AND RELATED ACTIONS

WHEREAS, the California Municipal Finance Authority (the “Authority”) is
authorized and empowered by Title 1, Division 7, Chapter 5 of the California Government Code
and Chapter 7 of Part 5 of Division 31 of the Health and Safety Code of the State of California
(collectively, the “Act”) to issue revenue bonds for the purpose of financing the acquisition,
construction, rehabilitation, improvement and equipping of multifamily housing projects within
the jurisdiction of the Authority for persons and families of low and very low income; and

WHEREAS, Arrow Plaza KBS, L.P., or an affiliate thereof (the “Borrower”) has
requested that the Authority consider the issuance and sale of tax-exempt revenue bonds (the
“Bonds”) pursuant to the Act for the purpose of lending the proceeds thereof to the Borrower to
finance the acquisition, rehabilitation, improvement and equipping of a 64-unit multifamily
rental senior housing project known as Arrow Plaza, to be located within the City of Covina (the

“City"™), in the County of Los Angeles (the “County”) at 20644 E. Arrow Highway, and to be
owned and/or operated by the Borrower (the “Project”); and :

WHEREAS, the Borrower has requested an expression of this Board’s willingness
to authorize the issuance of the Bonds at a future date when the Authority’s requirements and
conditions for the issuance of such Bonds have been satisfied; and :

WHEREAS, the Authority wishes to declare its intention to auth ; rize the
issuance of the Bonds, provided certain conditions are met, for the purpose of ﬁnancing costs of
the Project, in an aggregate principal amount expected not to exceed $6,500,000. :

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the
Authority as follows: '

Section 1. The Board hereby finds and determines that the above recitals are
true and correct.

Section 2. The Board finds and hereby determines that it is necessary and
desirable to provide financing for the Project and hereby expresses its official intent, at one time
or from time to time, to issue and sell the Bonds pursuant to the Act, subject to the conditions set

forth herein. This resolution does not bind the Authority to make any expenditure, incur any
indebtedness, or proceed with the financing of the Project.

Section 3. The Bonds will be payable solely from revenues to be received by
the Authority pursuant to a loan agreement or other agreements to be entered into with the
Borrower in connection with the Project. The issuance of the Bonds is subject to the following
conditions: (a) the Authority and the Borrower shall have first agreed to mutually acceptable
terms for the Bonds and of the sale and delivery thereof, and mutually acceptable terms and
conditions of the Bond indenture, loan agreement, lease agreement or other agreements érnd other -
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related documents for the financing of the Project; (b) all requisite governmental approvals for
the Bonds shall have been obtained, including the addition of the City or the County as a member
of the Authority and approval of the issuance of the Bonds by the applicable elected
representative of the City or the County pursuant to Section 147(f) of the Internal Revenue Code
of 1986, as amended (the “Code™) and Section 4 of the Agreement (hereinafter defined); and (c)

a resolution approving the financing documents to which the Authonty will be a party shall have
been adopted by the Board.

, Section 4. This resolution is a Declaration of Official Intent under U.S.
Treasury Regulations for purposes of Sections 103 and 141 to 150 of the Code. Based upon the
representations of the Borrower, the Authority reasonably expects that certain of the costs of the

Project will be reimbursed with the proceeds of the Bonds. The maximum pnncxpal amount of
the Bonds is expected to be $6,500,000.

Section 5. The officers of and financial advisors to the Authority ate hereby
authorized and directed to take any and all actions as may be necessary or appropriate in
connection with submission of an application to the California Debt Limit Allocation Committee
for an allocation of the State’s private activity bond volume cap under Section 146 of the Code
and Section 8869.85 of the Government Codeg, if determined to be necessary, and compliance
with the requirements of Section 147(f) of the Code relating to public approval of the Bonds, and

any such actions heretofore taken by such officers and financial advisors are hereby: ratified,
approved and confirmed.

Section 6. Pursuant to Section 12 of the Joint Exercise of Powers Agreement
forming the Authority (the “Agreement”), the Authority hereby approves the addition of the City
as a member of the Authority, effective upon receipt by the Authority of an executed counterpart

of the Agreement, together with a copy of the resolution of the City Council apprgving the
Agreement and the execution and delivery thereof.

Section 7.  This Resolution shall take effect immediately upon its passage and
shall remain in force thereafter, '

PASSED AND ADOPTED by the California Municipal Finance Authority this
day of , 2007, as follows:

AYES:

NOES:

ABSTAIN:
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I, the undersigned, a duly Aappointed and qualified Member of ‘the Board of
Directors of the California Municipal Finance Authority, DO HEREBY CERTIFY{ that the
foregoing resolution was duly adopted by the Board of Directors of said Authority at a duly

calla mecting ff the Board of Directors of said Authority held in accordance with law on
, 2007.

7 /

\ Member of the y
ornia MunicipakEinande Authority

ATTEST:

By_ / 6” O(taﬂm [/?/
Member of the Board
California Municipal Finance Authority
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